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The Hull Amendment Eliminate 


The McFadden Bill Progresses a Step Nearer Becoming a Law 


by Favorable Action of the House of Representatives. 


Meas- 


ure Encounters Unexpected Delay in Senate, with Filibuster 
Threatened. What Practical Results of New Law Will Be. 


HE McFadden bill, liberalizing and 

modernizing the National Bank Act, 

progressed a step nearer becoming a 

law on Jan. 24 when the House of 
Representatives broke a deadlock between 
the two houses of Congress by voting to 
eliminate the so-called Hull amendment and 
thus made the measure acceptable to a large 
majority of the Senate. 

Although it had generally been anticipated 
that the Senate would speedily concur in 
the amendments made in the McFadden bill 
by the House of Representatives and thus send 
the banking legislation to the President for 
his final signature, this action up until Feb. 
2 had been obstructed by the refusal of Sena- 
tor Wheeler, of Montana, to give his sanc- 
tion to the request for unanimous consent to 
bring the matter up on the floor of the Senate. 


Delay in Senate 


AVING failed for more than a week 

after the House had acted to clear the 
way for a vote on the motion, Senator Pep- 
per, of Pennsylvania, who had charge of 
the measure in the upper house of Congress, 
sought to obtain a preferential position for 
the legislative proposal by having it made 
the special business of the Senate. This 
brought forth opposition from some mem- 
bers of the farm bloc, who insisted that the 
McNary-Haugen bill should be placed ahead 
of the banking bill. Senator Pepper, early 
in February, suggested that he would be 
agreeable to this course, provided a definite 
date should be fixed for final action on the 
banking measure. He proposed that the 
Senate vote on the McNary-Haugen bill on 
Feb. 7 and on the McFadden bill on Feb. 
10. The supporters of the banking bill were 
fearful lest the side-tracking of this legis- 
lation, in the absence of a definite agree- 
ment as to when a final vote was to be 
taken, would so delay its consideration that 


the filibustering of a small but determined 
group of Senators might prevent its pas- 
sage before March 4. 

Prior to the Pepper proposal, Senator 
Wheeler had indicated his intention to fight 
the McFadden bill to the last ditch to pre- 
vent its enactment, but an informal poll of 
the Senate conducted by leaders of the two 
parties revealed that an overwhelming ma- 
jority was in favor of its passage, and con- 
fidence was expressed that the will of the ma- 
jority would over-ride the obstructive tactics 
of a handful of Senators and the long- 
awaited relief would be granted to the na- 
tional banks before adjournment. 


The Impasse Ended 


Bleak impasse, which had existed between 
the House and the Senate, was broken 
about the middle of January. 

The McFadden bill, it will be recalled, was 
passed by the House of Representatives on 
May 14, 1926. The so-called Hull amend- 
ment, which would forever preclude, in the 
absence of further Congressional legislation, 
national banks from establishing home-city 
branches in the existing twenty-six non-branch 
banking states, even if these states should 
later adopt new legislation permitting branch 
banking, was a part of the House bill. The 
Senate amended the McFadden bill in sev- 
eral respects, eliminated the Hull amendment 
and added a section extending the charters of 
the Federal Reserve banks indeterminately. 

As the bills passed by the two houses 
differed, conferees were appointed by the 
House and the Senate to adjust these differ- 
ences through the customary process of 
compromise. While the two groups seemed 
able to iron out their differences on most 
points at issue, they came to a deadlock 
when the Senate conferees, supported by a 
test vote in the Senate which disclosed its 
sentiment on the Hull amendment, insisted 
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on knocking out the Hull amendment and 
the House conferees refused to yield. Rep- 
resentative Louis T. McFadden, of Penn- 
sylvania, who acted as chairman of the 
House conferees, had assured the House of 
Representatives that he would not yield on 
this point, before first obtaining its sanc- 
tion. When it became apparent that the 
Senators would never consent to the accept- 
ance of the Hull amendment as a part of 
the legislation, Representative McFadden re- 
ported the situation to the House and asked 
to be relieved of this obligation. When the 
motion was put to a vote, however, the 
House stood firm and the conferees were 
duly instructed to insist on the retention of 
the Hull amendment. The House and Sen- 
ate conferees renewed their meetings in vain 
for the deadlock remained unbroken, when 
Congress adjourned last summer. 


The Compromise Agreement 


HE way to a reconsideration of its posi- 

tion on the McFadden bill was paved in 
the House of Representatives when Chair- 
man McFadden reported back that the con- 
ferees, representing the two chambers of 
Congress, were in a disagreement. This 
automatically discharged the two groups of 
conferees. At the same time, however, Mr. 
McFadden offered a resolution embodying 
the terms of what would have been a con- 
ference report if the House members had 
not been under the direct instruction to in- 
sist on all of the branch-banking provisions 
of the House bill. He informed the House 
that the Senate conferees had gone over the 
resolution and that they had signed a letter 
agreeing to urge concurrence by the Senate 
if the House adopted its provisions. 

Under the agreement reached, the House 
gave its assent to six material additions or 
changes made in the McFadden bill when it 
was passed by the Senate. 
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These were: 

1. The elimination of the Hull amend- 
ment, which denied the right to national 
banks to have city branches in all states 
which might hereafter permit branch bank- 
ing. 

2. Permission was given to state banks 
upon entering the Federal Reserve System, 
or through conversion into a national bank, 
to retain all extra city branches in lawful 
existence at the time of the enactment of 
the McFadden bill. 

3. Elimination of the House provisions 
giving power to the Federal Reserve banks 
to rediscount a greater quantity of eligible 
paper. 

4. Authorizing national banks to issue 
stock in shares having a smaller par value 
than $100. 

5. Granting indeterminate charters to the 
Federal Reserve banks. 

6. Authorizing the Federal Reserve Board 
to discontinue branches of the Federal Re- 
serve banks after these have been estab- 
lished. 

Inasmuch as the House had made it clear 
that it would never accept the Senate 
amendment permitting national banks to 
have branches in territory contiguous to the 
large cities, the Senate agreed to yield on 
this point. The conferees bound themselves 
to accept the rejection by the House of the 
Senate amendment, which would have per- 
mitted the state-wide consolidation of state 
and national banks under certain conditions. 
They yielded on a third amendment by 
agreeing to the elimination of the amend- 
ment made to the Clayton Anti-Trust Act, 
modifying the provisions as to interlocking 
directors of banks. 


The Debate in the House 


HEN the bill was duly brought up in 

the House of Representatives, the de- 
bate, as might have been expected, centered 
around the proposal to eliminate the Hull 
amendment. 

In urging this action, Mr. McFadden de- 
clared that the resolution contained the 
“fundamental anti-branch banking policy of 
the House bill.” “It is an anti-branch bank- 
ing measure severely restricting the further 
spread of branch banking in the United 
States,” he said. “So far as it lies within 
the power of Congress, the bill as here 
proposed restricts the future establishment 
of branches to the corporate limits of a few 
large cities in the United States. This re- 
striction applies both to national and _ state 
member banks of the Federal Reserve Sys- 
tem. No national bank can establish a 
branch anywhere in any state which does 
not permit state banks to have branches, 
and in states which permit branch banking 
all branches of national banks are confined 
to the corporate limits of cities above 25,000 
population.” 

Stating that the proposition presented for 
adoption by the House had the approval of 
the Treasury Department and of banking 
and business opinion throughout the coun- 
try, Mr. McFadden urged its passage as a 
“nonpartisan and nonpolitical bill.” 

The opposition to the resolution was led 
by Representative Hull, of Illinois, Repre- 
sentative Steagall, of Alabama, and Repre- 
sentative Stevenson, of South Carolina. 
Illness prevented Representative Wingo, of 


Arkansas, from taking an active part in the 
debate but he appeared in the House to cast 
his vote against the resolution. 

Representative Beedy, of Maine, Repre- 
sentative Strong, of Kansas, and Represen- 
tative Celler, of New York, and other 
members of Congress urged favorable ac- 
tion. 

The elimination of the Hull amendment 
was approved by a vote of 228 to 166. 

Inasmuch as the resolution provided for 
the indeterminate extension of the charters 
of the Federal Reserve banks, a separate 
vote on this provision was demanded. The 
House acted favorably on this feature with- 
out a roll call by a vote of 298 to 92. It 
was made clear that the granting of an in- 
determinate extension did not mean _ the 
giving of a perpetual charter, as it is within 
the power of Congress, at any time, to re- 
voke the charters for sufficient cause. 


What Practical Effects of 
McFadden Bill Will Be 


HE main objects of the McFadden bill 

were to make such adjustments of the 
charter powers of national banks as would 
place them more nearly on a basis of equal- 
ity with state banks and to declare a national 
policy of restriction on branch banking to 
bring about the preservation of the Ameri- 
can independent banking system. 

From the practical standpoint, the meas- 
ure has a number of important provisions. 

One would permit national banks to lend 
up to 50 per cent of their savings deposits 
which now aggregate $6,000,000,000 on the 
security of improved real estate for a period 
of five years. This will provide a profitable 
outlet for a large part of national banks’ 
funds and will enable them to make real 
estate mortgage loans on improved urban 
property under terms that are practicable 
from the commercial standpoint. 

It provides for indeterminate charters for 
national banks, thus enabling them to exer- 
cise more fully trust functions provided in 
the Federal Reserve Act. National banks 
have found themselves handicapped in the 
handling of long term trusts, as the perma- 
nence of their powers may be subject to 
the granting of a new lease of life by Con- 
gress. 

A revision of Section 5200 of the Revised 
Statutes of the United States, which gov- 
erns the amount a national bank may lend to 
a single customer, will make it possible for 
national banks to lend vastly more than 10 
per cent of their capital and surplus to one 
borrower on obligations that are secured by 
imperishable and readily marketable farm 
commodities, and when the collateral pledged 
as security is considerably greater than the 
amount loaned. This revision sets aside 
the basic limitations of this section in behalf 
of the farmers and will enable them to bor- 
row twice as much, in some cases, as they 
are now able to from national banks. The 
effect will be to enable farmers to obtain 
vastly more credit at the national banks 
than they have ever heretofore been ac- 
corded, but the bank’s interests are safe- 
guarded by restricting this exception to 
loans which are secured by shipping docu- 
ments, warehouse receipts or other such 
documents transferring or securing title 
covering readily marketable nonperishable 
staples fully covered by insurance. It would 
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be possible for a national bank to lend up 
to 50 per cent of its total capital and sur- 
plus to one borrower, provided the market 
value of the staples securing the loan was 
not at any time less than 140 per cent of the 
face amount of the loan. 

It is pointed out that such a provision 
would have been particularly helpful to the 
cotton planters in the south when they 
sought bank loans to enable them to hold 
their cotton to await higher prices and, of 
course, the higher loan limit would apply to 
the growers of wheat, corn or other staple 
commodities. In the case of livestock, it 
will be possible for banks to lend up to 25 
per cent of their total capital and surplus 
to a single borrower under certain condi- 
tions. 


Selling Investment Securities 


T legalizes several practices which have 

been carried on by national banks and 
thus gives them a legal foundation to carry 
on several operations of importance. 

For instance, it authorizes national banks 
to buy and sell investment securities, but 
imposes certain limitations as to the amount 
of obligations of one maker that a national 
bank may buy, and clothes the Comptroller 
of the Currency with the authority to ex- 
clude from the investments of any national 
bank nonmarketable obligations. 

It recognizes the right of national banks 
to carry on a safe deposit business and to 
invest in the capital stock in a corporation 
organized under the state law for this pur- 
pose. A bank is thus able to run a safe 
deposit vault business without incurring the 
heavy liability that it would be subject to, 
otherwise. 

The law recognizes the right of national 
banks to accept savings deposits as such 
rather than proceed under the guise of: ac- 
cepting special interest deposits. 

There are a number of provisions, which 
deal with more or less technical provisions 
of the national banking law, the general 
effect of which will be to simplify the op- 
erations of banks and make them less cum- 
bersome. 

For instance, the McFadden bill simpli- 
fies the procedure necessary for the con- 
solidation of national and state banks. Now 
a state bank wishing to merge with a na- 
tional bank must first convert into a national 
bank and then consolidate. This roundabout 
procedure is an expensive and unnecessary 
step that will be eliminated by the new law 
which permits of direct and immediate con- 
solidation. 

The measure recognizes the legality of 
the payment of stock dividends by national 
banks, thus placing national bank share 
holders on a basis of equality from the 
standpoint of income tax liability with the 
stockholders in other corporations, Banks 
are authorized to issue shares in denomina 
tions of a less amount than $100 each. 

The bill authorizes the board of directors 
of a bank to designate a director in lieu of 
the president to serve as chairman of the 
hoard. It authorizes a vice-president or an 
assistant cashier, in the absence of president 
and the cashier, to verify a condition of 
statement, called for by the Comptroller of 
the Currency. A section is added making the 
granting of a loan or a gratuity to a bank 

(Continued on page 610) 
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The Thrills and Chills of a 
Much Robbed Banker 


By STORM O. WHALEY 


Cashier, Bank of Sulphur Springs, Sulphur Springs, Arkansas 


What the Banker Should Do If the Bandit Says “Stick ’em Up”. 
Four Holdups in Five Years Probably Entitled Arkansan to Title 
Premier Bank Victim. Surprising Thing Is How Cool and Col- 
lected You Are in Danger. Four Thrilling Experiences Cited. 


OESN’T the hole in the pistol 

look as big as a barrel?” is the 

stock question you are asked 

when some one mentions you 
have been held up. Honestly, and for the 
comfort of those who will have to pass 
through this experience, I will say that you 
will be surprised how cool and collected 
you will be. Your greatest fear will be for 
your friends and customers; that some of 
them will by some nervous action or blun- 
der cause some one to be killed by coming 
hurriedly into the bank or by making some 
unexpected move that the robbers might 
misunderstand, 

My bank has been held up and robbed 
four times in five years, and each time I 
have had to face the business end of some 
make of revolver, from the old _ single- 
action, long-barreled type to the up-to-date 
automatic. Each time I have had the feeling 
that it is just a dream or movie, and that 
no one is really going to get hurt. It seems 
hard to realize that you are actually being 
held up and that your life is in danger. 

Naturally, you wonder why one bank 
would be chosen for so many robberies. 
The geographical and local situation has 
had much to do with it. My bank is situ- 
ated in the summer resort and school town 
of Sulphur Springs, Ark., in the extreme 
northwest corner of the state; only about 
twelve miles from the Oklahoma line. Our 
country is broken and heavily wooded. 
Each time the bandits have come out of 
the rough, sparsely settled country of Okla- 
homa and have endeavored to escape back 
into that section. Locally, the bank faces 
a large park and there are no_ business 
houses in front of it or adjoining the build- 
ing. This makes it easier for the robbers 
to slip into the bank unnoticed. It only re- 
quires about ten minutes to perform the 
job. That you may appreciate my experi- 
ences I will relate them in sequence. 


The First Holdup 


N a hot August afternoon, about 2.30, 

over five years ago, my attorney and I 
were sitting in the directors’ room. Judge 
Mauck was about asleep. Suddenly a slen- 
der, swarthy fellow stood over us with a 
large, single direct-action revolver leveled 
at Judge’s stomach. He said: “Put ’em 
up.” Judge gave me a puzzled, half-humor- 
ous glance. It flashed over me, “Judge 
thinks this is a joke and he may grab the 
man’s gun.” Quickly I said: “Judge, this 
is no joke; we had better put them up.” 


Storm O. Whaley 
Is he the champion victim? 


While our nails scratched the paint off 
the ceiling, he quickly felt around us to see 
if we were armed. He then said: “Drop 
your hands down!” I have always thought 
the reason he had us lower our hands was 
that we had them stuck so high that people 
passing by could see two feet of our arms 
showing above the ten-foot solid fixtures 
of the directors’ room. 

We were marched into the banking room, 
where we found the other robber had our 
lady assistant holding up her hands. Plac- 
ing the Judge and the girl against the wall 
under cover of his partner, the leader— 
Buck Davis (I might as well introduce him 
now; he needed no introduction in our 
county, as he had helped rob three of our 
banks )—directed me to open the safe that 
sets in the vault. 

As this was my first experience—but not 
his—I was green enough to begin to spin 
the dial and fumble around. I ran by the 
combination four or five times, playing for 
time. Then I felt something cold against 
the back of my head, and Buck said: “Cut 
out that foolishness and run that combina- 
tion or you will have to answer for it.” 
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I replied I would give him the numbers 
and he could run it. Then he said: “RUN 
IT!” Just to please him and keep down 
hard feelings, I ran it. He made me get 
out of the vault and he began to take 
things out of the safe. I was where I 
could see him. 


A Long Kept Secret 


big byeted this is a part of my story I only 
told to my intimate friends so long 
as Buck Davis lived. It would have made 
rich news at the time, but it might have 
brought another visit from Buck, as he was 
rather proud of his profession. As Buck 
began to fill his flour sack with money out 
of the safe, I noticed he had put into the 
sack a small bunch of coupon Liberty Bonds. 
I thought I would try a little strategy. I 
said: “You just put a bunch of registered 
bonds in your sack. I wish you would leave 
them, as you cannot cash them.” He hesi- 
tated, reached into the sack, but did not seem 
to locate them quickly enough, so drew his 
hand out without them. 

The next bundle he picked up made me 
sick. It was a large government envelope 
just received containing $2,000 in coupon 
Liberty Bonds, belonging to different cus- 
tomers. As he picked up this bundle I said: 
“I would appreciate it very much if you 
would leave those, as they are registered 
bonds and can be of no value to you, but 
would cause us a lot of trouble to get 
duplicates.” He flung the envelope to the 


floor without examining or opening it. 


I felt so chesty over the $2,000 saved 
that I later nearly spoiled it all. As he 
was taking the money from the window 
till, I was feeling so confident that I said: 
“T wish you would reach in your sack and 
throw out that small bundle of registered 
bonds.” Buck—I call him Buck because 
our associations, while brief, were very inti- 
mate—turned and looked at me and for the 
first time his fangs showed. He said: 
“Young man, I am running this bank now. 
You can run it after I am gone.” 

He wadded up the end of his flour sack, 
shoved the girl, the Judge, a customer and 
myself in the vault and, as he slammed 
the door, he said: “I hate to-do it, but I 
need the money.” 

The whole affair did not last over twelve 
minutes. They left the front bank door 
open. We gave the alarm by beating on 
the door and were. released by the presi- 
dent running the combination. At that time, 
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we had no means of getting out of the 
vault. While locked in the vault it was 
pretty hot and dark, but the humor of be- 
ing locked up with your lawyer appealed 
to me. I said: “Judge, this is one place you 
can’t get out, isn’t it?” Like an honest 
lawyer, he was forced to admit that all 
rights of bail and habeas corpus had been 
for a time denied us. 

I shall briefly relate our 
perience, which was really more 
ous than the first. 

Buck Davis held his 
pistol in my stomach, 
which, while it gave 
me the feeling I had 
been dealt a_ solar 
piexus blow, and 
wanted to double up 
like a jack knife, 
yet Buck was so cool 
I felt like I could 
trust his front 
finger with the trig- 
long as | 
performed properly, 
we all seemed 
perfectly 
and bridle- 


second ex- 
danger- 


ger so 
and 
to 

broke 


be 


wise. 

Our second hold- 
up came one after- 
noon at 3.30 o’clock. 
I was talking over 
a desk phone on the 
counter where those 
coming into the bank 
could not see me 
until they came to 
the teller’s window. 
My lady assistant was at 
the window. I heard some 
one ask her for change, 
which she gave him, and 
he moved to the door as 
if leaving, but instead 
closed it, pulled down 
the curtain turned 
on the Yale lock. I hap- 
pened to look at the girl 
and saw her becoming 
pale and looking startled 
at the 

Quick as a flash a pis- 
tol aimed at me 
through the bars of the 
wicket. It was a cocked 
automatic of large caliber and in the hands 
of a pale, shaking young fellow. It rattled 
against the bars. I could see he was ex- 
tremely nervous and excited. I said: “Turn 
that pistol to one side. I have my hands 
up.” My remarks seemed to excite him all 
the more. I said quietly: “Come on in.” 

This was undoubtedly my most dangerous 
moment, as the rattling of the pistol against 
the iron wicket could have easily pulled it 
off. Finally he came on in after his partner 
had come around and covered me. This pale 
boy was John Birchfield, and he developed 
into a most dangerous criminal and leader. 
He complained of the small amount of 
money. I told him we had been robbed less 
than a year before and kept little on hand, 
suggesting that if he knew anything about 
books to look at our statement and see our 
cash balance. He did not look. 
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hold- 
Our 
just 


third 
coincidence. 
banks had 


our second 
an amusing 
twenty Benton County 
formed a county association. Our first 
chairman, Marion Wasson, president of 
First National Bank of Gentry, had invited 
me to address the meeting. I chose as my 
subject, “The Thrills and Chills of a Much 
Robbed Banker.” 


A Speech That Had to be 
Revised 


S I sat in the directors’ room with my 
speech on the table before me, which | 

was to deliver in a few nights, the third 
holdup occurred. I was forced to revise 
my speech and add a very thrilling chapter. 
Hearing some shuffling of feet in the 
lobby, I glanced up and saw my 
assistant with her hands raised in 
horror, looking out into the lobby. 

1 cried out: “What’s wrong up 
there?” and ran up 

toward her. I ran 

into two bandits, who 


Jetween 
up was 


backing 

customers 
into. the cage. 
My sudden _ap- 
pearance was 
dangerous, as 
they did not know whether I was armed or 
not, and did not know I was in the building. 
As usual, they gathered up the money and 
locked us in the vault. 

Two of this gang were captured and the 
third one later killed by officers. 


The Tragic Fourth 


were 
two 


UR fourth and last holdup proved a 


most tragical and sad one. While we 
might speak of our former holdups in a 
lighter vein, the last one was filled with 
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sorrow to our entire section and with crim 
justice to those that participated in it. 

Early in the month of May, 1925, I re- 
ceived a letter from a part Indian deputy 
sheriff of Sallisaw, Okla., who was _ shot 
to death only four months ago by two 
bank robbers whom he was attempting to 
capture. Deputy Chuculate told me that he 
had learned we were to be held up in the 
next week or ten days. We did not tell 
the public, as we did not wish to cause any 
excitement. The president of our bank, 
L. M. Stout, a fearless man, and about 
three merchants near the bank were in- 
formed. We watched every stranger jor 
about two weeks who came into the city. 
The strain was very great, as we did not 
know what minute the fight would start. 
As no one came during the time, we began 
to believe it was a “false alarm.” Mean- 
while a rumor reached us that the band 
had come up our way and, after stealing 
a car, had turned back. 

I arrived in Sulphur Springs on_ the 
morning of June 11, about ten o'clock, after 

an absence of two 
days. My lady as- 
sistant, Miss Clara 
Abercrombie, had 
keen in sole charge 
of the bank in my 
absence. The presi- 
dent, Mr. Stout, was 
engaged in the mer- 
cantile business on 
the same street, but 
at the end of the 
block. About ten 
minutes before noon, 
I told my assistant 
that I believed | 
would go home a 
little early, as I was 
tired. I had started 
out of the door 
when one my 
good friends came 
in, and I went back 
in directors’ 
room with him. The 
directors’ has 
solid walls and 
doors, and you can- 
not into the 
lobby, but only into 
the front counting 
room, where _ the 
young lady worked. 

As we stood there 

I noticed Miss Abercrombie pass out. 

My friend turned to go out through the 

counting room into the lobby. he 
opened the door into the lobby, I heard a 
gruff voice ordering him to put up his 
hands. 

Realizing that in a few seconds they 
would be back to me, as I was only a few 
feet in the directors’ room, I thought of 
a valuable diamond ring I was wearing. I 
quickly jerked it off and dropped it on the 
table behind me and pulled a letter over it. 
In a second the robber had passed by my 
friend and had his pistol on me, ordering 
me to turn my head away and not look 
at him or he would tear it off. I learned 
later why he did not wish me to look at 
him—he feared I would recognize him, as 
he was Birchfield, who had helped in the 
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second holdup of our little bank. 

The customer and I were lined up at the 
paying window, where the second bandit 
held a gun on us while Birchfield, the 
leader, gathered the money from the till 
and safe and then ordered us to get into 
the vault. As we backed into the vault, 
Birchfield said: “If this door hangs and 
don’t close, I will kill every one of you.” 
Our vault door was sprung, and it always 
requires a very hard turn of the handle 
to cause the bolts to clear the jam and 
allow it to close. It occurred to me that 
we might have some serious trouble. He 
might think we had the door doctored so 
it would not close. I said to him: “Slam 
the door hard.” As the door closed, it 
jammed for a sec- 
ond. Then, as he 
gave it an extra 
jerk, it went to, 
locking the cus- 
tomer and me 
within. 

Up the street, 
at our president’s 
store, things were 
shaping for a 
bloody sick- 
ening ending. I 
afterward learned 
that my lady as- 
sistant saw the two 
desperate charac- 
ters come into the 
door. She sensed 
at once they were 
robbers, although 
they wore no 
masks or had 
pulled no guns. 

She quickwittedly 
decided to try to 
get out and warn 
the president. She 
quietly walked out 
into the lobby 
where they were 
and, without ap- 
pearing to notice 
them, passed on 
out the door with- 
out any sign of 
haste or emotion. 

\s she reached the 
walk, she heard 
one of them re- 
mark to the other: 

“Shall we — stop 

her?” the 

other replied: “Let 

her go.” They 

thought she had only considered them cus- 
tomers. 

As she walked toward Mr. Stout’s store, 
she passed a car with two men in it watch- 
ing down toward the bank and _ realized 
they were part of the gang. She walked 
slowly by them, so as not to arouse their 
suspicions, as they had seen her come out 
of the bank. 

She found Mr. Stout and his two young 
sons in the store alone. She said: “Mr. 
“tout, the robbers have come. There are two 
down in the bank, and I know the two men 
in the car out there near the front of the 
Store are the other two.” Mr. Stout seized 
his automatic shotgun and started to the 
lront of the store. The girl and his two 


sons begged him not to go out, but to shoot 
from within the store. He said he would 
do nothing until the two others came back 
to the car, as he feared to start a fight 
immediately might cause the two in the 
bank to kill us. 

From the front of the store, the robber 
car could be plainly seen, as it was only 
sixty feet away, with the two men in it. 
As the two robbers from the bank came up 
the walk and reached the car, in spite of 
the efforts and entreaties of his sons and 
Miss Abercrombie, Mr. Stout pushed open 
the screen door and stepped out on the 
walk, facing the bandits, and swung his 
gun down upon them, saying: “Hold up 
here, fellows!’ Like a flash a shot came 

from the car, and Mr. Stout 
staggered back with a load 
of twenty buckshot in his 


She heard one of 

them remark to 

the other: “Shall 
we stop her?” 


stomach. He braced himself and emptied 
his gun into the car, but his aim was low. 


The Shot Gun Battle 


IS seventeen-year-old son, Louis, had 

followed his father out the door and 
took hold of him and led him back into 
the store as the bandits continued to fire 
at them, riddling the door about them. 

Mr. Stout handed his gun to his young 
son, saying: “Louis, lam shot all to pieces.” 
The young boy coolly loaded the gun and 
went to the front of the store. The rob- 
bers had been confused by the shots and 
had stalled the engine of the automobile. 
They had to pass by the store, as their 


car was headed in that direction. Young 
Stout knelt at the door, awaiting their 
coming. As the car drove by, the robbers 
fired, riddling the store front and sending 
several loads of shot over his head. He 
coolly aimed and wounded the driver and 
another one of the four so badly that they 
drove the car down a blind street and de- 
serted it. 

The two wounded bandits went about a 
quarter of a mile and gave up. The other 
two escaped into Oklahoma, but were picked 
up three days later. Before being taken 
into custody, they seriously wounded a 
young man the night following the robbery, 
when he and his companion attempted to 
capture them. 

Mr. Stout was rushed to a hospital and 
died the following morning. Charges of 
first degree murder were made against each 
of the gang. The cases came to early trial 
under most tense and dramatic conditions. 
A heavy guard was placed over the court 
room and jail, as rumors were afloat that 
desperate friends of the gang were going 

to deliver them 
from the officers. 

The trials re- 
sulted in Tyrus 
Clark, the bandit 
who fired the first 
fatal shot, receiv- 
ing a sentence of 
death, two receiv- 
ing life sentences, 
and the fourth a 
forty - nine year 
sentence. Clark 
was duly executed. 
Within a _ few 
months, Birchfield, 
the most vicious 
one of the gang, 
and Jewell, his 
Indian associate, 
were killed at the 
penitentiary while 
attempting to es- 
cape. Only one of 
the bandits re- 
mains alive, and 
he is under a life 
sentence. 

What a _ ghastly 
toll has been paid 
for the few hun- 
dred dollars stolen 
from this bank! 
Of the fifteen 
bandits engaged in 
the various hold- 
ups, only two es- 

caped capture; and one of them, Buck 
Davis, died within a few months. Four 
have been killed and the rest have served or 
are serving long terms in prison. 


Bullet End Epigrams 


UT of these four experiences, I shall 
give, in the form of “Bullet End Epi- 
grams,” a summary of what I have learned: 
Keep cool, hold your hands high and 
make no motions that might be misunder- 
stood, as the bandit is under an intense 
nervous strain and might mistake the most 
innocent action and begin to shoot. 
Talk quietly to the bandits if possible, 
as it lessens the tension. 
(Continued on page 616) 
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Commercial Paper 


(The Journal Cover Picture) 


fashions change. In this 
month’s cover illustration of the 
Journal Mr. de Maris, the artist, 
presents a typical transaction in com- 
mercial paper back in that period 
following the Civil War which 
roughly corresponds with the pres- 
ent period following the Great War. 
Then the market for commercial 
paper—short time unsecured prom- 
issory notes, arising from commer- 
cial or manufacturing transactions— 
was a small market, compared with 
the present volume, and there had 
not been evolved those systems and 
standards of practice which now 
characterize and safeguard the busi- 
ness. 


1: finance, even as in clothes, 


HERE were dealers in commer- 
cial paper who carried their 
“wares” in their tall silk hats, and 
jauntily walking through the town, 
with cane and gloves, sought out 
likely prospects to whom the paper 
was offered. Exact and definite 
credit information did not attend the 
offerings; instead transactions were 
based to an extent on “information 
and belief,” on the general reputa- 
tion of the maker of the note and on 
the character and reputation of the 
broker. 

There also were employees of 
dealers in commercial paper who 
made their offerings from a list, bare 
alike of details and assurances. One 
such list of an old time dealer in 
bills was as crude as the handbill of 
a country auction, and a seller of 
commercial paper, if asked for a 
statement concerning the business of 
the maker might have to confess that 
he knew nothing at all, but being of- 
fered by his employer, he was satis- 
fied that the paper was good. 

“Originally the paper sold con- 
sisted of motes receivable,” said 
C. V. Childs in a recent address, “but 
as the borrowers increased their own 
financial responsibility and became 


more widely known, they came to 
retain their receivables and borrow 
on their direct obligation. This great- 
ly reduced the labors of the purchas- 
ing banks by obviating the necessity 
of entering a great number of small 
indorsed. notes on their ledgers. 


“TN those early days, the concerns 

that used the open market were 
in the leather business, tobacco, silks, 
diamonds, and dry goods jobbers 
and commission houses. Today open 
market borrowing is done by con- 
cerns in textiles, foodstuffs, metals, 
leather, lumber, chemicals, paper, 
tobacco, building materials, rubber, 
automotive lines and many others. 
Where originally tobacco and leather 
were among the leaders, it is now 
estimated that only | per cent are in 
tobacco and 8 per cent in leather. 
Of the open market borrowers 48 
per cent are traders and 52 per cent 
manufacturers. This method of 
financing supplies temporary capital 
for merchants to buy new stock for 
their season’s business, and for man- 
ufacturers to lay in materials to be 
worked into finished products. It 
provides funds needed to plant, cul- 
tivate, harvest, transport and market 
farm products.” 


PEN market financing was lit- 
tle known outside of New 
York and Boston until the last 
quarter of the nineteenth century. 
Now it includes the whole country, 
and banking institutions invest from 
$2,500,000,000 to $4,000,000,000 per 
year of their surplus funds in these 
short-term obligations of representa- 
tive commercial and industrial 
enterprises. 

The mode of doing business, like 
the style of the business man’s cloth- 
ing and that of his office furnishings, 
has changed, and happily it is no 
longer an acceptable condition that 
a man should use his hat as a port- 
folio. 
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The U. S. Legion of Capitalists 


By JOSEPH S. MCCOY 


Government Actuary, United States Treasury Department 


One Dwelling Out of Every Nine Shelters a Stockholder. Only 
3,000,000 Separate Individuals Own Corporate Securities. 
Millionaires Own Less Than 7 per cent of Corporation Stock. 
There Are 1,300,000 Individual Bond Buyers in This Country. 


E problem of stating with any de- 
gree of accuracy the number of 
persons who actually own stock in 
the corporations which now abso- 

lutely control the finances of the country, 
and upon which the prosperity, even the 
very livelihood, of our people depends, is 
one replete with difficulties and complexities. 
The lines of business conducted by incorpo- 
rated concerns include practically every in- 
dustry known. 

The obvious and numerous advantages of 
this form of business have so appealed to 
the sagacity of our financiers that it is rap- 
idly supplanting individual and even part- 
nership business. In past times, with fewer 
people~and really no practicable means of 
transportation, ‘all business was small and 
confined to the community in which located. 
When this country was first settled, every 
house, practically, was a self-contained fac- 
tory for everything that could be fabri- 
cated therein. The clothing was made from 
the spinning of the flax or wool into yarn, 
its weaving into cloth, and its sewing into 
finished garments. Food products were all 
of home production. 

About the only things that had to be 
bought or, as a rule, bartered for were 
crockery and metal articles. Even then the 
use of these articles was much restricted. 
The family had its small lathe, and turned 
out wooden bowls and dishes, and used them 
in place of china and metal. Parched corn 
and samp or hominy was much used, until 
later the neighborhood grist mill ground 
the grain into meal and flour. At first the 
village smith made even the nails and many 
of the iron implements used in the com- 
munity. 


The Day of Corporations 


AS the population increased, industry be- 


gan to differentiate. Along the water- 
ways especially, small manufacturing plants 
began to appear. While these were small, 
the son generally succeeded the father, but 
when they became larger and of more value, 
trouble arose. With the advent of at first 
the steamboat and canals, and later rail- 
roads, the demand for merchandise became 
so great that the capital necessary to origi- 
nate and conduct a business became almost 
too large for any individual. This resulted 
in partnerships. The further development 
was the corporation. 

The late war in particular increased cor- 
porate business immensely, with its imme- 
diate and tremendous demands. Then came 
the income tax law, which, because of the 
impossibility of any revenue law taxing cor- 


‘with the 


porate industry of any kind on a parity 
similar individual industry, re- 
sulted in a phenomenal increase in corporate 
business. This was so not only as to the 
number of concerns, but particularly so as 
to the size of the most successful corpora- 
tions. 

The first year the income tax on corpo- 
rate incomes was in effect was 1909. That 
year 262,490 concerns returned net income 
of $3,590,000,000. Of these, only 52,498 con- 
cerns reported taxable net income. 
1924, 417,421 concerns made returns. Of 
these, 236,389 returned net income of $7,- 
587,000,000. For 1925, some 245,000 con- 
cerns reported net income of over $9,000,- 
000,000, together with some 170,000 concerns 
that had no net income. 

This does not mean that $9,000,000,000 
of business was transacted, but it means 
that after paying all costs and expenses of 
materials, labor, transportation, taxes, rents, 
repairs and all allowable deductions, includ- 
ing prior year losses, bad debts, etc., there 
was left a profit of over $9,000,000,000. 
This means that a business of at least $125,- 
000,000,000 was done for the year 1925 by 
our corporate industries collectively. 


Gross Income for 1924 
Nearly $120,000,000 


—_ following table will show the di- 
versity and gross income of this busi- 
taken from the income tax returns 
of corporations for 1924. The corpora- 
tions are divided into two classes, those 
whose allowable deductions exceeded their 
gross income and those whose gross income 
exceeded their allowable deductions. 


ness, 


Thus the gross income was equivalent to 
about $1,075 for each man, woman and 
child in the United States. 


Vast Dividends Paid 


HIS immense gross income of about 

$120,000,000,000 for 1924 is reduced by 
the various deductions allowed by the tax 
law to a net income for those reporting 
net income of $7,586,652,292, and a deficit 
for those reporting no net income of $2,- 
223,925,993. This means that a total in- 
come of $120,000,000,000 is reduced by ex- 
penses, losses and other costs of business 
to less than $5,400,000,000. 

Cash dividends are reported as having 
been paid for 1924 amounting to $4,338,- 
822,858; of this amount $3,994,990,754 was 
paid by the corporations with net income, 
and $343,832,104 by those with no net in- 
come. In addition to these cash dividends, 
profits were distributed in the shape of 
stock dividends amounting to $510,525,809; 
$466,820,095 by corporations with net in- 
come, and $43,705,714 by those without net 
income. 

A stock dividend is one paid in stock, and 
is accompanied by the transfer on the books 
of the concern of the amount of the divi- 
dend from surplus to stock. The advantage 
to the stockholder is that the courts have 
held this to be a non-taxable distribution. 
A tax can only be imposed where any of 
this stock—original or stock dividend—is 
sold, and a profit over the unit cost so 
consummated. 

These dividends in cash were distributed, 
of course, to the holders of stock in the 
corporation paying such dividends. That is, 


Number and Gross Income of Corporations, as Returned for 1924 


Industrial Group 
Agriculture and related industries 
Mining and quarrying 
Manutacturing 
Construction 


Trade 

Public service, professional, amusements, hotels, etc. 

Finance: banking, insurance and related business. . 

Combinations, predominant industry not ascertain- 
able 

Inactive concerns 


Corporations Reporting 


Number 


Corporations Reportin 
Net Income No Net Income . 
Gross Income 
$243,661,362 
2,258,698,417 
8,591,149,198 
425,624,680 
1,076,769,026 
6,490,246,892 
582,704,474 
37,672 2,305,943,359 


2,295 95,373,013 
26,439 326,841 


181,032 $22,070,497,262 


Number 
5,228 
13,560 
35,461 
4,475 
7,866 
37,211 
10,825 


Gross Income 
$566,071,853 
2,589,850,450 

45,320,016,354 
1,784,698,994 
9,099,039,812 

28,625,232,657 
2,049,142,401 
6,766,187,881 


358,756,223 


$97,158,996,625 


Corporation Returns for Income Tax, 1924 


Corporations 
Number 


eporting 
No Net Tacome Total 
236,389 181,032 417,421 
$97,158,996,625 $22,070,497,262 $119,229,493,887 
881,549,546 881,549,546 


Concerns 
Reporting 
Net Income 


Transportation and other public utilities.......... 14,5 
68,1 
15,4 
67,0 
Gross —— 
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to the real owners of the business which 
made this enormous gross income. For the 
year 1924 these dividends amounted, as 
above stated, to $4,338,822,858. The num- 
ber of individuals to whom this was dis- 
tributed is impossible to determine. We 
know that of this amount $915,215,980 was 
reported as being paid to other corpora- 
tions. $3,250,913,954 was returned as_ be- 
ing received by individuals making income 
tax returns. The remainder was distributed 
to those who make no income tax, returns. 
That is, something over 21 per cent of all 
1924 dividends went to other corporations, 
about 75 per cent to individuals making in- 
come tax returns to the Federal Govern- 
ment, leaving about 4 per cent to be ac- 
counted for. 

If the number of stockholders of all the 
corporations were summed, we would have 
many more stockholders than there are dwell- 
ing houses or families in the United States, 
which on its face is absurd. An examina- 
tion of the property returns of probate 
shows that even the smallest holder 
of stocks holds, as a rule, securities of dif- 
ferent concerns, the variety of which de- 
pends upon the size of such holdings. 

The estate of a millionaire usually con- 
sists of at least 50 per cent thereof in the 
form of corporate stock, the variety of 
which depends to a greater extent than may 
be supposed to his availability to stock 
salesmen. For this reason the task of even 
estimating the number of stockholders has 
been left alone, except by a few courage- 
ous statisticians. We do know, however, 
that in 1924, in addition to the 21 per cent 
of the total corporate dividends that went 
to other corporations, 75 per cent went to 
some of the 7,369,788 individuals making 
income tax returns. Of these only 4,489,698 
actually returned income in excess of their 
deductions and paid any such tax. These 
individuals are distributed according to the 
amount of their net income. 

A study of these statistics makes it clear 
that the number receiving dividends must 
be within certain limits, the larger the in- 
come, the narrower the limits. For ex- 
ample, the three persons with net income 
in excess Of $5,000,000 each, must all have 
heen stockholders, because the dividends re- 
ceived by them actually exceeded their net 
income, the latter being reduced by their 
capital losses. At the other end of the 
scale the 344,876 individuals with less than 
$1,000 net income received $235,451,546 in 
net income, $26,714,260 of which was in the 
form of cash dividends. This group could 
not have included less than 39,143  stock- 
holders, based upon them having their en- 
tire average net income in the form of 
dividends; nor was it possible for more 
than 344,876 of them to be stockholders. 

Considering carefully their other income, 
and its nature, it is not probable that in 
excess of 156,572 of them were actually 
stockholders. This group included many 
married persons making separate returns, 
and not claiming any personal credit. Their 
income consisted largely of shares of stock, 
often the full extent of the income. For 
this reason it is doubtful if this estimate of 
156,572, with an average dividend of $171, 
is not more nearly a maximum estimate. 

The next group includes those with 
net incomes between $1,000 and $2,000. 
There were 2,413,881 in this group, 844,- 


cases 


AMERICAN BANKERS ASSOCIATION JOURNAL 


JOLT to the widely held 
belief that the legion 
of American stockholders, 
with the shifting of owner- 
ship from the “wealthy 
few” to the millions of small 
investors, numbers many 
millions is dealt by Mr. Mc- 
Coy, the Treasury's expert. 
Taking the duplication of 
holdings into account, he 
estimates there are not more 
than 3,000,000 separate in- 
dividuals, who own stocks 
and bonds. Responsible 
economists in recent years 
have estimated that there 
were 15,000,000 stockhold- 
ers but none ventured to 
fix the average number of 
different stocks held. 


046 of whom had no taxable income. Their 
net income was $3,564,474,084 of which 
only $82,135,860 was derived from divi- 
dends. This group includes only single in- 
dividuals, generally those who have re- 
cently made a start in life, have never had 
much of an income, and little time to ac- 
quire stocks. There are included, however, 
in this group many widows, and young 
people who are subsisting off the income 
of investments made for them by others. 
Many of these receive their entire income 
from dividends, and bond interest. The 
minimum number of stockholders in this 
class is 55,519. The probable number is 
166,557, corresponding to an average divi- 
dend of less than $500 for those receiving 
dividends—or dividends ranging from one 
dollar to $1,000. 

In this way the entire income tax returns 
for 1924 have been examined and the total 
number of stockholders estimated. The re- 
sult of this method is that 888,826 actual 
individual owners or holders of stocks in 
corporations made returns to the [Federal 
government for income tax accrued for 
1924. 

The following table contains the details 
of this estimate: 


February, 1927 


The remaining 4 per cent of the dividends 
as yet unaccounted for must have of neces- 
sity been received by individuals that did 
not make income tax returns to the federal 
government! That is, it must have been 
distributed to heads of families with net 
incomes of less than $2,500, or to single 
persons with net incomes of less than 
$1,000. This class embraces many widows 
with children and others whose sole source 
of income is the dividends from corporate 
stock in which their fortune is invested, 
fortunes derived from the earnings and in- 
surance policies left them by their deceased 
husbands, fathers or other relatives. These 
dividends may range from $2,500 down to 
only a few hundred dollars. 

Again, there are a number of young per- 
sons newly become wage earners, who have 
placed their savings in small amounts of 
stocks. The tendency of some corporations 
to encourage their employees to invest their 
earnings so as to own an interest in the 
concern is responsible for many of these 
small stockholders whose annual dividends 
received may be only a few dollars. This 
class, however, must be comparatively 
small, because the maximum wage must be 
less than $20 per week in order for their 
net income to be less than $1,000. The dif- 
ficulty of even a single person, in this age 
of high cost of living, being able to save 
much out of such a salary is great. 


Widows Hold Stocks 


OWEVER, $172,692,924 in dividends 

must have been received by those 
making no income tax returns. About $15,- 
000,000 of this was received by non-profit 
institutions, such as churches, trusts, foun- 
dations, etc. There are without doubt fully 
100,000 widows in the whole United States 
whose principal income is from such in- 
vestments in stocks. To be able to support 
themselves and children, and to educate the 
latter, their average income must be about 
$1,000 from such stocks. In addition there 
must be at least another 100,000 students 
of colleges and schools, and others such as 
invalids, whose principal income is also 
from such investments in corporate stocks. 
Their average income from dividends must 
be fully $550. 

This leaves some $12,692,924 yet to be 
accounted for, probably dividends on earn- 
ings invested in stocks. An average divi- 
dend of ten dollars per year is about as low 
as can reasonably be estimated, and_ will 
account for an additional 1,269,000 share- 
holders. 

We now have, as a result of the above 

(Continued on page 626) 


Dividends received by those making Federal Income Tax returns for 1924 


Number 
Returning 
344,876 

2,413,881 


Net Income Class 


Under $1,000 
$1,000— 2,000 

2,000—~- 3,000 

3,000— 

5,060— 
10,000— 
25,000— 
50,000— 

100,000— 
150,000— 
300,000— 
500,000—1,000,000 
Over 1,000,000 


Net Income 


$235,451,546 
3,564,474,084 
5,277,147,446 
6,827 ,924,126 
2,991,187,905 
2,855,396,811 
1,599,848,363 
1,066,783,643 

377,644,950 


Estimated Number 
Receiving Dividends 
Probable 
Number 
156,572 
166,557 
143,683 


Minimum 
Number 


39,143 
55,519 
57,473 
100,490 
42,825 
44,037 
16,330 
6,950 
1,475 
918 


Dividends 
Reported 
$26,714,266 
82,135,860 
143,342,096 
380,850,927 
292,105,391 
657,660,391 
555,070,718 
468,736,439 
181,732,547 
183,342,417 
92.041,856 246 
84,442,306 129 
102,738,740 49 


Reported 


374,609,374 
171,248,552 
158,462,179 
155,974,475 


Total 


7,369,788 


$25 


,656,153,454 


$3,250,913,954 365,584 888,826 


= 
ey 
200,980 
32,660 
15,816 10,425 
457 369 


Growing Competitor for Savings 


By REUBEN A. LEWIS, JR. 


Gain in Assets Made During 1926 by the Building and Loan 
Associations Was Greater Than Increase in Savings Deposits 
Recorded by Mutual Savings Banks and National Banks Com- 
bined. How Banks Are Changing to Meet This New Competition. 


HE lLuilding and loan associations 

are outstriding the banks of the 

United States in the race to capture 

the savings of the American people. 
Although the “homesteaders” are still far 
from the front, they are hitting a much 
faster pace than the banks and are forging 
ahead more swiftly than the man in the 
street might fancy. 

Ten years ago, the total assets of the 
building and loan associations throughout 
the country were less than one-sixth of the 
savings deposits in the banks and trust com- 
panies. Due to the impressive gains made 
during the post-war period of home buiid- 
ing and the change in the character of their 
operations, their grew until they 
amounted to more than one-fourth of the 
savings deposits at the close of the fiscal 
year of 1926. The rate of gain recorded 
by the “homesteaders” last year was more 
than twice as fast as that registered by the 
hanks of the country. 

The assets of the building and loan asso- 
ciations at the close of June, last year, in 
just two states—Ohio and Pennsylvania— 
were more than the total assets of all the 
associations in the country when America 
joined in the World War! 

The preliminary returns for 1926, as com- 
piled by the United States League of Local 
Building and Loan Associations, estimate the 
increase in total assets to have been $770,- 
(00,000. The growth in savings deposits 
over the same period was $1,562,000,000. 

Just how spectacular the gain was becomes 
apparent when it is revealed that the in- 
crease in building and loan assets was larger 
than that made by all of the mutual savings 
banks in the country and the national banks 
combined! It surpassed the gain recorded 
by all of the state banks! 


The Changing Methods 


N four years, the building and loan as- 

sociation will celebrate a century of ex- 
istence as an American institution—for in 
1831 the first of these associations was or- 
ganized in a suburb of Philadelphia. But 
in this hundred. years there has been a 
marked change in the set-up and a departure 
from the underlying mutual idea. 

\ forerunner of the present much-dis- 
cussed movement of buying on time, the 
building and loan association was a pioneer 
in selling thrift on the installment plan and 
in putting a purpose into savings—for it 
introduced a scheme of easy payments that 
had for its goal the acquisition of a home. 
It stimulated the habit ef systematic sav- 
ing by requiring all members to make 
monthly or periodic payments into a com- 
mon fund on a subscribed number of shares. 


assets 


HE competition of 

building and loan asso- 
ciations for savings deposits 
was sharply felt by banks in 
many states during the past 
year. Statistics reveal that 
the total assets of the asso- 
ciations increased $770,000,- 
000 during 1926, or slightly 
more than half of the com- 
bined total increase in sav- 
ings deposited with all 
mutual savings banks, state 
banks, trust companics and 
national banks. This article 
tells of how the operations 
of the homestead associa- 
tions have changed and how 
banks are countering to 
meet the new competition. 


The man who fell by the wayside was 
penalized for his failure to keep up with 
the serial payments. These principles were 
the mainspring of the plan. 

At the outset—and continuing unchanged 
for many years—the building and loan as- 
sociation was purely a self help neighbor- 
hood club, formed by a* number of  in- 
dividuals to help each other to save and to 
own their own homes. The savings that 
were pooled were loaned only to members 
in the group. The aggregate of money that 
the club wished to accumulate was fixed as 
the amount of capital stock. As the loan- 
able funds became available from week to 
week or month to month, the member who 
was willing to pay the largest bonus ob- 
tained the money. When this one block of 
stock was matured, the association, having 
effected its purpose, was liquidated. This 
was the terminating type of building and 
loan associations. 

The weakness of this type was the fact 
that when a single issue matured the asso- 
ciation came to an end. In order that the 
association might be a continuing business 
institution, the serial idea was adopted. At 
regular intervals, the association authorized 
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the opening of a new series of shares. Each 
series was self-supporting, earned its own 
dividends and paid its own pro-rata share 
of the general expenses of the association. 
The serial plan building and loan association 
has flourished particularly in Pennsylvania 
and is in operation in thirty-two states. To 
make it easy for purchasers to acquire shares 
after one series had been opened but before 
another was ready fer subscription, it was 
provided that they might pay the book value 
of the stock at the time of the purchase. 
As may readily be appreciated, however, 
the association had to accumulate a large 
amount of money to pay off the maturing 
series at various times—and this was a real 
problem, unless funds were constantly com- 
ing in. 

Largely within the past twenty years, 
however, the character of the building and 
loan associations, in-a great many states, 
has been transformed by the shift in favor 
from the serial plan to the permanent form 
of business. Under the so-called “net” 
plan, which was originated in Dayton, Ohio, 
more than thirty years ago, there was a 
fundamental departure from prior practices. 
Shares were not issued in series but might 
be bought at any time. Loans were made 
at a known interest rate to all borrowers in 
the order of application—so thus the mutual 
ideal of lending solely to members vanished, 
along with the scheme of enforcing sys- 
tematic payment of prescribed dues on 
shares. 


The Irregular Shares 


O attract the savings of those who did 

not wish to commit themselves to any 
fixed program of installment payments, the 
flexible, permanent plan associations created 
a second class of shares, called savings 
shares. On these a member was permitted 
to pay an irregular amount at irregular in- 
tervals so that he might deposit $2 on a 
certain day, $7 the week following and $3 
a month later. He was permitted to with- 
draw a portion of the amount paid in as his 
fancy dictated. As may readily be seen, 
all the member had to do to withdraw funds 
was to present his share book—so the pay- 
ments were nothing more than savings de- 
posits. In recognition of the withdrawal 
privilege, the associations usually pay a 
lower rate of dividends on these shares 
than on the others. 

The evolution of the building and loan 
associations in the western states carried 
them a step nearer the banks where they 
more nearly approach a bank in the form 
of capital structure. There is an underlying 
steck, which is subscribed by the organizers 
to serve as a guarantee that installment 
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shares or investment certificates issued by 
the association will earn a promised rate 
of interest. This guarantee-stock partici- 
pates pro rata in the earnings of the institu- 
tion, after the interest on these deposits has 
been paid. The investment certificates, 
which are issued by the associations, are 
comparable to certificates of deposit in the 
banks and the operations of many of the 
most popular types of associations in Cali- 
fornia are doing a business that is little 
different from the ordinary stock corpora- 
tion run for a profit. 

The laws governing the building and loan 
associations vary in the different states, but 
the principles are more or less the same. 
Though generally known as building and 
loan associations, they are called “homestead 
associations” in Louisiana, “cooperative 
banks” in Massachusetts, and “savings and 
loan associations” in several states. There 
are a number of variations from the 
standard types but about two-thirds of the 
associations operate on the serial plan and 
the vast majority of the remainder employ 
the set-up of the permanent plan. At the 
close of 1923, out of 10,479 associations, 
there were 7,183 on the serial plan, 1,939 
on the “regular” permanent and 1,186 on the 
“Dayton” permanent. The rest used other 
plans. 

These statistics do not reveal, however, 
the actual number of associations which 
may be regarded as direct competitors for 
savings accounts, with the offering of ir- 
regular shares, investment certificates and 
the acceptance of deposits, on which a fixed 
rate of interest is offered. This rate is 
generally appreciably higher than that 
which a bank or trust company can safely 
offer and, in many cases, there is no more 
delay in effecting a withdrawal than ex- 
perienced in drawing out savings deposits. 
A survey made by the American Bankers 
Association last year disclosed that building 
and loan associations in eleven states ac- 
cepted savings accounts or issued certificates 
of deposit. 

This higher rate of interest is the magnet 
which has attracted savings to the building 
and loan association in an increasingly large 
volume during the years since 1913. 


Banks Are Handicapped 


HE association has advantages that are 
denied banks. They are not required to 
set up reserves while the banks are required 
to impound from 3 to 15 per cent of sav- 
ings deposited for this purpose, so they have 
100 per cent in loanable funds, while the 
banks can lend out less to earn interest. As 
a rule, the building and loan association has 
a lighter tax burden, and its overhead ex- 
penses are less, due to the fact that its in- 
vestment in an office building is generally 
slight and not as many expertly qualified 
officers are needed to transact its business. 
In most states, the law forbids a savings 
bank or a state bank from lending more 
than 50 or 60 per cent on the appraised 
valuation of the property, while building 
and loan associations are not so limited. 
They can lend 75 per cent or more on a first 
mortgage, so that this greater freedom 
makes it possible for them to make larger 
loans on the identical piece of real estate. 
National banks have been more or less 
barred from making real estate mortgage 


loans on city property by the law, which 
forbids them from making such advances 
for a. period of more than one year. With 
the marked increase in the time deposits of 
national banks, the character of the deposits 
of federally chartered institutions has 
changed to such an extent that they might 
properly enter this field but the one-year 
limit has served as a real barrier. The 
renewal of a real estate mortgage loan could 
not legally be anticipated beyond the original 
period so this made it difficult for the na- 
tional bank to compete. In some cases, the 
owners of the property were permitted to 
borrow on their own notes, giving the first 
mortgage as security for the loan but none 
of these arrangements were quite as satis- 
factory to the owner as a long-term mort- 
gage loan. 

In some states, the building and loan as- 
sociations are not even required to pay the 
expenses the authorities incur in their super- 
vision. The banks generally are assessed 
for this examination. 

Congress contributed materially to the ad- 
vantages that the building and loan asso- 
ciations have enjoyed by writing a provision 
in the federal revenue act, granting a 
permanent exemption from federal income 
taxes on any amount up to $300 received 
by any individual as income from building 
and loan shares or investment certificates. 
The practical effect of this was to put build- 
ing and loan shares in the tax free class, as 
the average holding of these shares is 
around $500. Thus an individual may hold 
$3,000 to $5,000 of building and loan shares 
—the amount depending upon the rate of 
yield—without paying out any federal in- 
come tax on the return. At the same time, 
he is required to pay income tax on the in- 
terest earnéd on savings deposited in the 
bank—so it is clear that Congressional dis- 
crimination put another hobble on the banks 
in this contest for the savings of the people. 

Bankers, who have investigated the rea- 
sons for the success of the building and loan 
associations during the past fourteen years, 
are frank enough to concede that the asso- 
ciations, in offering a mortgage lo .n extend- 
ing over a long period of years with a 
monthly repayment plan, have provided a 
loan that is better suited to the needs of 
the average man than the lump-sum mort- 
gage loans, which comes due in full and on 
a fixed date. The average man of small 
means is paid his salary weekly or semi- 
monthly so that cutting down the mort- 
gage loan every month has been practically 
the same as paying rent. It does not re- 
quire so much foresight and discipline in 
accumulating money to pay the interest due 
on a mortgage loan, where it comes due 
monthly instead of quarterly or semi-an- 
nually and the individual is not bothered 
with the necessity of making renewals every 
few years. The building and loan associa- 
tion has capitalized that widespread popular 
feeling that “it is easier to pay for anything 
on the installment plan.” This amortiza- 
tion feature probably has done more to 
popularize the building and loan association 
mortgage loan than anything else. 


Competition for Savings 


T has been only within recent times that 
banks have come to regard the building 
and loan associations in many states as 
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competitors for savings deposits. Bankers 
generally regard the associations as highly 
creditable institutions, founded on _ the 
mutual plan, for promoting thrift and en- 
couraging the average American to bec me 
the owner of his own home. They |:ave 
recognized that they fill a definite pari in 
the financial and economic structure of the 
country and have been the means of en- 
abling thousands of people to gather arc und 
their own hearth. However, as the a:so- 
ciations in some states have drawn avay 
from the mutual idea and have gradually 
invaded the field of banking, the banters 
are coming to assert that, if they encage 
in the banking business, they should be 
subject to reserve requirements and should 
not be given preferential treatment with 
respect to taxation and supervision. 

And, at the same time, the character of 
the bank’s assets has been undergoine a 
gradual change that is making it possible 
for them to grant slow credits because of 
the increase in the proportion of time and 
savings deposits. The national and state 
banks were set up primarily to supply the 
self-liquidating credit demands of business 
and commerce. But such a large part of 
their total deposits is now represented by 
funds that are not subject to withdrawal 
and demand that both houses of Congress 
have given their sanction to a provision that 
will allow them to devote up to one-half 
of their time deposits to real estate loans, 
running as long as five years. In this, 
the national banks are receiving powers with 
which the states have hitherto clothed their 
own creatures. 

The building and loan associations have 
piled up its most impressive totals in the 
states of Pennsylvania, Ohio, New Jersey, 
Massachusetts, Illinois, Indiana, New York, 
Nebraska and Wisconsin but material gains 
have been made in other states. 

A comparison of the growth in savings 
for these states and the increase in the total 
assets of the building and loan associations 
shows in millions of dollars the relative 
progress made in these states: 

1921 1922 1923 
PENNSYLVANIA 

Savings ... $1,502 $1,533 $1,764 $2,008 $2,187 

B.& L... $475 546 624 745 990 


OHIO 
Savings ... 
B. & L 
NEW JERSEY 
Savings ... $672 730 833 908 1,040 
B.& L. .. $238 285 359 402 645 


MASSACHUSETTS 
Savings ... $1,507 
B. & L $174 


ILLINOIS 
Savings ... 
Bs. 


NEW YORK 
Savings ... 
B. & L 


1924 1925 


$852 865 974 


1,081 
$462 525 564 4 


1,164 
648 847 


1,942 2,139 


1,639 1,799 
196 225 264 369 


$928 953 1,182 1,258 
$137 174 232 317 


$3,549 4,044 4,979 5,546 
$115 131 182 258 
INDIANA 
Savings ... $200 289 242 259 
B. & L $109 121 167-218 


WISCONSIN 
Savings ... $373 354 431 453 
B& L. . $43 53 92 

NEBRASKA 
Savings ... $162 163 197 
> $77 84 108 

CALIFORNIA 
Savings ... $1,060 1,420 
B. & L. $56 108 


From the standpoint of percentage in- 
creases, the record of growth in some of 
(Continued on page 616) 
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Speeding Up County Clearings 


By FRANK W. SIMMONDS 


Secretary, Clearing House Section, American Bankers Association 


Direct Exchanges of Checks Now in Effect in 23 Counties in 
Second Federal Reserve District. System May Be Extended to 


Other Sections of Country. 
Service to Their Customers. 


HE wrath of a sorely vexed bank 

official of a small bank upstate in 

New York, which rose to the height 

of a verbal explosion, marks the 
genesis of the county clearing arrangement, 
in the Federal Reserve system which has 
now been introduced in three districts for 
the overnight clearing of checks between 
country banks. 

Back in 1920, it happened that a repre- 
sentative of the New York Federal Reserve 
Bank was making a call on the member 
banks in a New York County. His arrival 
and a telegram from the Reserve Bank came 
simultaneously. The cashier of the bank 
ripped open the envelope containing the 
message, glanced at the yellow sheet and 
gave vent to his wrath. Three days after 
he had sent through for collection a check 
for $1,000, drawn on another bank — not 
twelve miles away, the Reserve Bank had 
telegraphed that it was unpaid! 

“It ought not to take three whole days 
to find out whether a check on a near-by 
bank is good,” he exploded. “There ought 
to be a faster way of collecting checks. 
The Reserve System has given us par clear- 
ance. It ought to get around such delays 
as these.” 


HE representative of the New York 
bank admitted that it did seem three 
days was a provokingly long time for a 
banker to wait for an advice about a check 
on a near-by bank, but, in tracing its course, 
he explained that it had taken one day for 
the check to go to New York and another 
day for it to be forwarded to the bank on 
which it was drawn. Late in the afternoon 
on the second day, the telegraphic advice of 
non-payment reached the Federal Reserve 
Bank. While this advice was immediately 
relayed, it was not received by the member 
bank until the morning of the third day. 
Nevertheless, he was ready to concede 
that the clearing was effected at a snail’s 
pace—not that such a thing was a novelty. 
The circuitous routes that checks took in 
clearing, especially before the days of the 
Federal Reserve System, produced unbeliev- 
able delays. Numerous cases could be cited 
where it took a week or more for a bank 
to learn that a check drawn on another 
institution not far away had been. unpaid. 
While both of them were conscious of 
the customary delays in clearing, both were 
agreed that something ought to be done to 
speed up such an archaic system. And 
something was. The Federal Reserve Bank 
suggested that, if all of the member banks 
in the county desired to bring about over- 
night clearings, this could readily be done 


NASSAU COUNTY 
ADVICE OF 
LETTERS SENT DIRECT—CLEARING ARRANGEMENT BETWEEN 
rs MEMBERS FOR IMMEDIATE CREDIT 
FEDERAL RESERVE BANK 
OF NEW YORK 


we forw: the letters for which 
following banks by mail cash lor 
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LOCATION | MAME OF BANK 


| 
Bellmore, N.Y. ‘First National Bank 
Cedarhurst, ‘Peninsula National Bank 
Y. ‘Pirst National Bank 
Firat National Bank 


Baldwin, N. ¥. 


The form on which the clearing 
banks report the direct mailing of 
cash letters 


by having the banks enter into an agree- 
ment for the direct exchange of checks. It 
offered to keep the accounts straight—ad- 
justing on its books the debit or credit 
balance due to or from all banks joining in 
the arrangement. The banks, by having a 
resolution passed by their respective boards 
of directors, agreed to facilitate the collec- 
tion of checks by this daily direct action. 

The first county clearing arrangement 
went into effect in March of 1921. At the 
present time, this overnight clearing scheme 
has been put into effect in twenty-three 
counties in the Second Federal Reserve dis- 
trict, and has been taken up by county or- 
ganizations in both the Boston and the 
Philadelphia Federal Reserve districts. In 
the opinion of bankers, who have put the 
arrangement to the test of time, it might 
be adopted in counties in many parts of the 
country where the train schedules will per- 
mit all banks to be reached overnight by 
mail and there is enough local business be- 
tween the towns in the county to make it 
mutually advantageous for them to bring 
about a faster collection of checks. 


HE Federal Reserve Bank supplies all 

of the member banks with advice forms. 
At the same time that the member bank 
mails out the cash letters to the other banks 
participating in the arrangement, it lists the 
total amount beside the name of each bank 
and sends the advice officially signed on to 
the Reserve Bank, requesting that its re- 
serve account be credited with the total 
amount. The carbon copy of this advice is 
held by the sending bank, and, on the fol- 
lowing morning, the amount of checks re- 
ceived in cash letters from the other banks 
in the group is entered in the debit column. 
When the totals in the credit and debit col- 
umns are totaled, the bank is able to figure 
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Enables Banks to Give Better 
Reserve Bank is Settling Agent. 


readily the amount of debit or credit to its 
reserve account. 

When the Reserve Bank gets the advices 
from all of the banks, it sends out a Debit 
Advice form to the participating banks, in- 
forming them that it is charging their ac- 
counts for cash letters advised as having 
been sent direct to them and setting forth 
the total amount to the credit of their ac- 
count. It points out that this advice should 
be checked against the actual letters re- 
ceived, so that any errors in the letters and 
claims arising from the return of checks, 
or any other causes, may be adjusted 
promptly and directly between the banks 
which are thus concerned. 

As will be observed, the arrangement is 
simple and direct. The speedier clearing of 
checks requires a bit more work, because 
the checks must be separated and inclosed 
in a number of cash letters, rather than 
placed in one or two envelopes, as has been 
the case where they were cleared through 
the Federal Reserve Bank. The postage is 
somewhat larger, but not greatly in excess 
of what it would have been otherwise. 

The arrangement is flexible in that a 
bank does not have to dispatch a daily cash 
letter to each bank unless there are a suffi- 
cient number of items to justify it. It is 
optional with the banks as to whether or 
not they send items of small amounts direct 
or through the ordinary channels. How- 
ever, the Reserve Bank requests that an ad- 
vice be sent when no letters are forwarded, 
so it may keep the record straight. 


Handling Return Items 
ROVISION is made for taking care of 


the return items. The banks agree that 
they will, on the day of receipt, list each return 
item in the outgoing letter sent to the bank 
from which it was received, just as though 
it were an item regularly drawn on that 
bank—including the protest fees, if pro- 
tested. The receiving bank promises that 
it will, on the day of receipt, notify the 
sending bank by telephone of all return 
items which total $500 or a larger sum. 
Where the return items amount to $3,000 
or more, the sending bank agrees to advise 
the Federal Reserve Bank officially and in 
writing to adjust its reserve account for 
the return of these items, and credit the 
amount of this adjustment to the receiving 
bank on the date of the original charge. 
The Reserve Bank insists that all claims 
for return items, errors, omissions and de- 
lays arising through the exchanges of 
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A Privilege of Membership 


NE privilege of membership in the American 

Bankers Association is that the members may 
subscribe for five or more copies to the JOURNAL at 
the special rate of $2 per year. Hundreds of banks, 
iarge and small, and in all sections of the United States, 
have availed themselves of this privilege, and the list 
is being added to day by day. 

To make more convenient and more available to bank 
officers and employees the important information this 
magazine presents is constantly to add to the safe- 
guards of banking. 


Extended Indefinitely 


T this writing the McFadden bill had passed the 

House and was pending in the Senate with a 
reasonably good prospect of being adopted by that 
body. 

If the establishment of the Federal Reserve Sys- 
tem with a charter of twenty years was an event in 
the financial and the business history of the United 
States the extension of that charter “until revoked 
hy Congress” is perhaps an even greater event. 

Twice before in the history of the United States there 
had been created a Federal banking system and twice 
the creation had been destroyed through fearsomeness 
and lack of understanding. The abolition of those 
two earlier banks cost the country heavily in the years 
that followed. The losses constituted real set-backs 
in the business progress of the country. 

The first United States Bank was established under 
authority of a Congressional law which \ashington 
signed in February 1791. After acrimonious debate 
in Congress lasting several weeks a proposal to renew 
its charter which was expiring in 1811 was lost and 
the bank was put into liquidation. The following year 
the country went to war with Great Britain and in this 
emergency, when the need of such an institution as 
that which had so recently been destroyed was great- 
est, the national government had to turn for financial! 
assistance to state banks but in September, 1814 all of 
these except the New England banks and a few in the 
South and West suspended “after which the country 
wallowed in irredeemable paper, at all sorts of dis- 
counts, for several years. If the bank charter had been 
renewed in 1811, it is almost certain that specie pay- 
ments would have been maintained.” 

The second United States Bank went into operation 
in 1817 and passed out of existence in 1836 when the 
state of Pennsylvania granted a charter to the United 
States Bank of Pennsylvania to succeed it. All that 
the Federal Government had put into the bank was 
paid back to it and, though the institution had not 
been actually killed off as was its predecessor, this 
second bank was, as one historian describes it “on the 
way to kill itself more miserably than its enemies could 
have wished,” for the bank with the then big capital 
of $35,000,000 found itself restricted to Philadelphia 


and the neighboring country. Its operations quickly 


underwent a transformation. It became largely a 
financing company. The country was in an orgie oj 
speculation and the bank appears to have been con 
ducted in the spirit of the times for there was not an 
enterprise in the country good, bad or indifferent that 
was not represented in its lists of assets. Three times 
did this successor of the second United States Bank 
suspend—the last time in 1841—and though its credi- 
tors received their due the shareholders lost all. 

Notwithstanding the fact that the Federal Reserve 
System has in the last ten years demonstrated itseli 
to be a public service institution whose benefits run to 
all business and to all cities and towns, there has been 
apprehension that the old iconoclastic spirit which 
destroyed the two earlier banks might return to pre- 
vent the extension of the charter of the present system. 
Happily that fear is passing. 

The McFadden Bill if enacted into law carries 
with it the renewal of the charter of the System until 
revoked by Congress which is in effect in perpetuity, 
and in all of the debate and discussion there was prac- 
tically no well-founded opposition to the Federal Re- 
serve System extension. 

If that unanimity of opinion regarding the System 
means anything at all it means that the public knows 
and understands the now indespensible service the 
Federal Reserve Banks render to all business. 


Your Bank’s Earnings 


O\W do the earnings of your bank compare with 
the average earnings of the banks in the Iederal 
Reserve System? 

Some figures which the Board has just published 
make an interesting yard stick with which to measure 
up the experience of individual banks. During the 
year ending June 30, 1926 the average earned on 
$100 of earning assets was $6.45 of which $5.46 
came from interest and 99 cents from other earnings. 
The total expenses on the unit of 100 of earning assets 
was $4.58 divided as follows: Interest on deposits, 
$2.14; interest on borrowed money, 10 cents; salaries 
and wages, $1.25; taxes, 35 cents; all other expenses, 
75 cents. This left a net earning on $100 of $1.87. 

How do your losses in the same period compare with 
the average of the member banks? The losses during 
the same period were as follows: 

Losses on loans per $100 of loans, 60 cents; losses 
on investments per $100 of investments, 40 cents: 
total losses, 67 cents; recoveries, 21 cents; net losses, 
45 cents. The net addition to profits is placed by the 
Board’s publication at $1.41 per $100 of assets. 

For the twelve months ending June 30, 1926, the 
net profits of the member banks amounted to $434,- 
409,000 or 8.97 per cent of their capital funds. 

“Total expenses” says the Board’s statement 
“absorbed somewhat more than 71 per cent of gross 
earnings and showed an increase of nearly $90,000,000, 
leaving net operating earnings about $50,000,000 above 
last year. Although there were increases in all the 
reported items of expense, the amounts of each class 
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of expenditure per $100 of earning assets showed only 

slight changes, increases in the actual amounts of the 
expenses being accounted for by growth in the volume 
of transactions, as indicated by the volume of earning 
assets, and, in the case of interest on deposits, by 
grow th in the volume of deposits. 

‘Total losses charged off during 1926 were some- 
what larger in amount than for the preceding year, 
but the increase was more than offset by an increase 
in amounts recovered on assets previously charged 
off, and the net result was a slight decline in net 
losses, leaving net profits after meeting all costs nearly 
$60,000,000 larger in the past fiscal year than in the 
preceding one.” 


The Financier of the Spanish War 


YMAN J. 

Loma, Cal., 

can Bankers 

held the 
1886. 

In many 


GAGE who died on Jan. 26 at Point 
was the fourth President of the Ameri- 
Association and the only man who had 
Presidency for tl “rms—f 883 

residency for three terms—from 1883 to 


respects he was the typical American 
hanker—typical because his experience was varied, his 
industry was constant and his rise was due only to 
his enterprise, character and ability. Born at DeRuyter, 
Madison County, N. Y., his school education consisted 
of four years in the Rome, N. Y., Academy. At 
seventeen he became the office boy of the Central Bank 
at Oneida, N. Y., at a salary of $100 a year. After 
two years there he went to Chicago and for a time 
worked in a lumber yard with the rating of a clerk 
but generally with the duties of a teamster and a yard 
laborer. A slump in business threw him out of em- 
ployment and while waiting for better things he took 
a job as a night watchman. Eventually he became a 
hookkeeper in the Merchants Savings Loan & Trust 
Company of Chicago. In banking he advanced steadily 
from one position to another until in 1891 he was elect- 
ed President of the First National Bank of Chicago. 
Mr. Gage’s outstanding achievement in finance was 
effected while he was Secretary of the Treasury, which 
position he held from 1897 to 1902 in the Cabinets of 
Presidents McKinley and Roosevelt. The war with 
Spain had to be financed. Though many men of 
finance doubted the advisability of attempting such a 
thing, Mr. Gage believed that $200,000,000 of govern- 
ment bonds could be disposed of by popular sub- 
scription even if the rate of interest were 3 per cent, 
and the demand for money strong. So he appealed 
directly to the public and the entire issue was absorbed 
by individual subscribers. In view of the Liberty 
loans of later years his own comment on his achieve- 
ment is suggestive of the vision of the man: 
“The experiment was a justifiable one, and it worked 
out in a way to strengthen the national credit. The 
fact that it was covered by subscriptions many times 
over exhibited to all countries the spirit of the people 
as nothing else could, and instantly impressed other 
powers with a sense of the resources at the command 
of the United States should a larger struggle arise.” 


Will It Help Diversification ? 


L the third McNary-Haugen plan now pending in 
Congress, should be enacted into law, the operation 
of the scheme probably would not be an aid to the 


movement for the diversification of farm crops. More 
likely, it would be an encouragement to the farmer 
who likes to follow the line of least resistance and 
put his acreage into one crop, for come what might, he 
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would feel that in a sense, the government underwrote 
him in his one crop movement when it appropriated, 
as the bill provides that it shall, $2,500,000 to serve 
as a revolving fund. 

Just how this adverse effect would work out is aptly 
explained in the current letter of the National City 
Bank of New York in discussing just one of the com- 
modities : 

“Under this bill the Board would buy corn and with- 
draw it from market to be held until another year or 
exported for what it would bring abroad, charging the 
loss to the equalization fund. The reason for the low 
price of corn lies in an unbalanced relationship between 
the production of corn and hogs. Hogs are bringing 
a good price and the farmers who have produced both 
corn and hogs are not in distress. As the situation 
stands a strong inducement exists for increasing the 
production of hogs, which is in every way desirable, 
but under this plan the Board presumably would en- 
deavor to increase the price of corn without taking 
any action as to hogs. It is evident that to whatever 
extent this would benefit the farmer who must sell his 
corn, it would lessen the inducement for him to pro- 
duce hogs or other live stock. Furthermore, to the 
extent that corn is bought by dairy farmers, live stock 
producers and other consumers, the proceeding would 
be an arbitrary interference with their business. It is 
no part of the business of the government to interfere 
in the private relations of the people in this manner. 
Let alone, the production and price of corn will be 
naturally adjusted to the demand.” 

So it appears from the foregoing that whatever 
benefit might flow from the operation of the scheme, 
there would also attend it inescapable disadvantages. 
Based on the present conditions in the Middle West, 
the inducement that now exists to raise hogs either 
would be destroyed or weakened; the inducement to 
so balance farm operations that crop failure would be 
disastrous also would be weakened. The benefits of 
the corn growers would be at the expense of other 
classes of producers and workers who of course could 
not be expected long to submit to the artificial high 
price for what they must purchase before demanding 
that the government do something in the way of re- 
storing the balance in their favor. 

Then an era of confusion will have set in, and 
in that era the nation will gain nothing in solidarity, 
and we may look for no increase in the good will now 
existing between geographical sections and between the 
various classes of producers. 


William E. Knox 


ILLIAM E. KNOX president of the Bowery 

Savings Bank of New York, who on February 
4, suffering from a nervous break-down, committed 
suicide, had long been regarded as an outstanding 
example of what might be accomplished by intelligent 
industry. Entering the Bowery Savings Bank as an 
emigrant boy with but scanty education and absolutely 
no knowledge of banking, he served it for forty-two 
years, became an expert and an authority on savings 
banking, and ultimately became its head officer. Mr. 
Knox knew and liked people, and his progress in life 
never lessened his understanding or his sympathy. 
His activities in behalf of organized banking extending 
over a long period of years, culminated in 1924, when 
he was elected to the Presidency of the American 
Jankers Association. 
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Cartoon Views of Passing Events 


The March of Civilization—Cargill, Good Medicine—Sykes, in the New The Father of Thrift—Satterfield, 
in the Passaic Daily News York Evening Post in the Jersey City Journal 


The Phantom ‘Armada.—Darling, in China Seems to Have Adopted an He Doesn’t Seem to Appreciate His 
the New York Herald Tribune “Open Door” Policy of Her Own.— Benefactor—Orr, in the Chicago 
Darling, in the Fall River Herald- Tribune 
News 


Yo Gtr His 2 1B 


FORTHE YEAR 
1924-25 


On the Up Grade—Williams, in the There'll Be Plenty for the Basket.— The Audience Isn’t Fooled.—Williams, 
Seattle Post-Intelligencer Hall, in the Bangor Daily Commercial in the Los Angeles Examiner 
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urrency Chaos in China 


By GEORGE E. ANDERSON 


The Money System of the Chinese Presents Many Curious Per- 
plexities, Confusing to Foreigners But Affording Opportunities 
for Sharp Trading Among the Natives. High Finance in Silver 
and in Copper. When Paper Money Commands a Premium. 


FTER observation of and experience 
in China for over twenty-two 
years I find two characteristics of 
the Chinese which are to me a 

never ending source of wonder. One is the 
extraordinary patience of the people under 
some of their institutions, and the other is 
the manner in which China, though rent 
with civil war and almost overwhelmed with 
banditry, piracy, lack of transportation fa- 
cilities, an occasional flood, recurrent famine 
and every form of lawlessness, still continues 
to do business at the old stand in a volume 
which varies comparatively little from year 
to year both in domestic commerce and in 
trade with foreign nations. 

An explanation of the trade feature lies 
in the fact that in spite of the commotion in 
various parts of the country caused by po- 
litical and military convulsions; in spite of 
the vociferous call to arms against the 
foreigners from advocates of a new China, 
and in spite of the apparent lack of govern- 
ment in the country, the ordinary everyday 
life of the great mass of the people is that 
of the average Chinese village, governed 
by village elders and clan leaders unmoved 
by the larger affairs of the nation, while 
the mass of trade is that in everyday neces- 
sities and staple Chinese products which pro- 
ceeds of necessity because the lives of the 
ordinary Chinese people depend upon it. 
Then, too, it is seldom that more than one 
or two parts of the country are affected by 
military operations at the same time. 

Of the patience of the people, however, 
there is a less facile explanation. Perhaps 
the solution of the riddle lies in the fact 
that the people are accustomed to nothing 
else than abuse and abuses and they endure 
because there is nothing else for them to 
do. Particularly does this explanation come 
to mind when one considers the monetary 
system of the country. Yet somehow they 
seem to like it. China has been accustomed 
to monetary troubles in more or less acute 
form for over a thousand years. Never, 
perhaps, were they any worse than they are 
at the present time. One can readily visual- 
ize some of the conditions existing in the 
country from newspaper reports of an affair 
in Manchuria in August. It is related that 
Chang Tso Lin, ex-bandit leader and now 
war lord of that ancient seat of the mighty 
Manchus, has been supplying the needs of 
his army by the time honored plan of issu- 
ing paper money in in creasing amounts as 
the need became greater, unfortunately with- 
out a corresponding increase in his metal 
reserves. 

When naturally the value of his money 
fell below what Chang considered the 


Sharp Trading 


N this country high 

finance is a term pretty 
well understood but ‘high 
finance” as applied to some 
of the transactions in China 
covers a wider variety of 
operations. 

In the accompanying ar- 
ticle by George E. Ander- 
son there is an entertaining 
and instructive review of 
the currency situation in 
China, as it affects the day- 
by-day transactions of the 
Chinese people. 

One of the most interest- 
ing things of which he 
writes is that concerning 
premiums on paper money. 


— 
RA 


danger point he conceived the idea of main- 
taining its value by arbitrary decree. He 
forbade money changers in Manchurian 
cities to handle his currency below a certain 
fixed depreciation value. Chinese brokers 
stopped handling it at all and closed up 
shop. Japanese brokers, however, continued 
business and handled the currency at current 
rates. Chang arrested six of them and 
jailed them. Japanese consular authorities 
protested, and Chang avoided foreign com- 
plications by releasing the Japanese brokers, 
who immediately resumed business. Seeing 
the Japanese shops in operation with im- 
punity, the Chinese brokers resumed busi- 
ness. Chang arrested them and beheaded 
twelve of them. Curiously enough, and in 
the Chinese way, the general reaction was 
against the Japanese because of their special 
rights rather than against Chang because of 
his arbitrary decree. 

It is difficult to understand the philosophy 
of the Chinese viewpoint in such matters. 
Although the ups and downs in the value 
of this paper currency affects the interest 
of every man, woman and child in the coun- 
try, they are only a part and in some respects 
a small part of the financial jumble. The 
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intricacies of Mah Jong or European di- 
plomacy are primer English compared with 
the actualities in Chinese money matters as 
they affect everyday life. 


Based Upon Silver Bullion 


ie the first place China’s money, at least 
in large affairs, is based upon silver, 
the bullion value of silver. The value of 
the entire monetary circulation of the coun- 
try in international affairs rises and falls 
as the value of silver bullion rises and falls 
in international markets, and this affects the 
country’s foreign purchases of every sort— 
food, clothing materials and necessities of 
life as well as luxuries. It also affects the 
sale of Chinese products abroad, since the 
gold payments for Chinese goods must be 
transferred to silver before they are avail- 
able to the Chinese producer. It affects 
foreign interest payments on the one hand 
and the income of Chinese depending upon 
remittances from abroad for their support. 
In short, it seems vital, but to the Chinese 
it is comparatively unimportant. The stand- 
ard of value in theory is not a coin, but a 
weight of silver—a “liang” or “‘tael,” which 
is a sixteenth of a Chinese “catty,” the 
latter being sometimes referred to as a 
Chinese pound. The catty weighs one and 
a third pounds avoirdupois, and the tael is 
therefore one and a third ounces avoirdupois. 
Payments of larger sums in China in theory 
are made by weight—so many taels or liangs 
of silver bullion. For the sake of con- 
venience, silver bullion, before the advent of 
the foreigner and to a very large extent 
since, was cast into lumps of silver usually 
shaped somewhat like a Chinese shoe and 
hence called “shoes,” and usually a tael or 
about a tael in weight. And taels were 
divided in theory into “mace” (a mace is a 
tenth of a tael) and into “candareens,” a 
candareen being a tenth of a mace. Lumps 
of silver of the value of a mace and can- 
dareens were cast, but were not common. 
All this seems right enough: a silver cur- 
rency, crude and uncertain in some ways, 
but nevertheless having a fixed value in 
relation to its parts based upon the decimal 
system. But herein enters the first com- 
plication, for while the taels in theory and 
generally in practice were the same in weight 
in the various parts of the country, they 
varied in value because they varied in the 
fineness of silver. A Shanghai tael, for ex- 
ample, is worth less than a Haikwan or 
customs tael because, while it weighs the 
same, it contains less silver and more zinc, 
tin or other alloy. Hence transactions be- 
tween the various parts of the country are 
conducted in terms of some tael agreed 
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The Hongkong-Shanghai Bank in Shanghai is one of the most impressive buildings 
in all Asia 


upon, with allowances in calculations for 
the weight and fineness of the silver actually 
transferred. So far so good; but this is 


hardly the beginning. 


Introduction of the Dollar 


{TH the advent of the foreigner came 

the introduction of the foreign coined 
silver dollar. These coins were accepted by 
the Chinese as certain fixed-weight pieces of 
silver—a convenience which fitted into their 
own system of money. The Maria Theresa 
dollar was the coin of the early European 
voyagers to the Far East and was the first 
known in China. There was also the Caro- 
lus dollar which’ long held sway in the 
open ports. The Mexican dollar in time 
became a favorite—so much a favorite that, 
although it weighed only 416 grains, it was 
at first difficult to introduce the American 
trade dollar authorized by Congress to be 
coined with 420 grains of silver so as to 
overbid and outvalue its predecessors. The 
result of this larger value in the trade 
dollar was that when the latter was finally 
introduced it almost immediately  disap- 
peared—was melted down for bullion be- 
cause of its excess in silver over the current 
dollar. Then came the British dollar, 
minted mostly in Bombay and distributed up 
and down the coast. The piastre from 
French Indo-China also is in use. Some of 
all these dollars varied slightly in weight 
and fineness and some became mutilated, 
and it became the custom of Chinese bank- 
ers and money brokers to stamp those up 
to weight with their firm name or symbol 
as a guaranty of value. Sometimes the stamp 
used cut into the coin so deeply as to render 
it concave. Sometimes the stamp was merely 
in indelible ink. In any event the use of the 
“chop” or private mark and the use of 
“chopped” dollars has become all but uni- 
versal to supplement bullion in the interior 
of China, and in Chinese banks and money 
changers’ shops one can see schroffs or 


tellers counting over silver dollars, dumped 
from canvas or other cotton cloth bags 
upon a table or bench, testing each dollar for 
weight by trained “feel” of the coin, and for 
fineness by clinking each coin against an- 
other as it passes through their hands—a 
musical clink, clink, clink which haunts 
one afterwards and is associated in the 
mind with a picture of a money shop. And 
all this is preparatory to chopping the 
dollars. 

So the foreign coined silver dollar and 
the Chinese coined dollar which was minted 
in due time with the same general quality 
as the foreign dollar came into fairly gen- 
eral use all over China as the more con- 
venient though not the theoretical monetary 
standard of the country. But this, too, is 
merely a part of the tale. While the rela- 
tion of the dollar and the tael in their re- 
spective values in silver is fixed and known, 
these two units vary in their value in rela- 
tion to each other as demand and supply of 
each vary. Foreign banks in Shanghai and 
other treaty ports in China usually carry 
accounts in dollars or taels as a_ patron 
prefers or in both if he so wishes. Smart 
money sharks in the treaty ports by watch- 
ing dollar and tael values in their relations 
to each other have been known to make 
enough to pay their board by merely trans- 
ferring accounts from dollars to taels or 
taels to dollars from day to day as the 
current values varied in relation to the true 
comparative value. No foreign exchange 
expert in Wall Street can shave an inter- 
national exchange rate any more successfully 
than a Shanghai trader can do it in local 
currency in his own home town. 


Fractional Currency and 
the Cook 


HE need of breaking up this foreign 
silver dollar into lesser units for the 
small transactions of life led to the minting 
of subsidiary coins, usually by Chinese mints 


established for the purpose. Originally these 
coins were fifty cent, twenty cent, ten cent 
and five cent pieces. The fifty cent and the 
five cent pieces in time disappeared—the 
fifty cent because it gave the governinent 
no advantage and the latter because it was 
too small. The ten cent and twenty cent 
coins were more popular because they fitted 
into the system of brass or copper coinage 
hereafter considered and also because—ah, 
herein is the milk in the cocoanut—they were 
of baser metal and their coinage was more 
profitable to the government or its satellites 
than the coinage of the dollar and the fifty 
cent piece. The dollar and half dollar were 
900/1000 fine. The ten and twenty cent pieces 
were usually only 820/1000 fine, and before 
the public realized it and before they became 
too large in volume there was a profit of 
nearly ten per cent in their coinage. So 
great was this profit and so many advan- 
tages accrued to the governments of the 
provinces which coined most of them that 
in the first ten years of the operation of the 
Canton mint the value of dollars coined 
was only about $3,000,000 as compared with 
a value of $48,500,000 in this “‘small money” 
as the Chinese term it. However, in time 
the Chinese public learned the actual silver 
value of the smaller coins, and when the 
supply of them was large enough to meet 
the demand they soon went to a discount. 
Herein immediately appears a_ principle 
which runs through all the Chinese system 
of money of every sort, viz: that money in 
China is a commodity. The actual silver 
value of the subsidiary coins is about ten 
per cent below that of the dollar, and usually 
a dollar will change into from a dollar and 
eight cents to a dollar and ten cents in small 
coin. But demand for the small coin rises 
and falls according to special needs in va- 
rious communities or markets or in response 
to special conditions, so that the actual dis- 
count varies from somewhere near par (1 
have known the smaller coins to be above 
par for a short time) to as high as a dollar 
and twenty cents in small coin for a dollar 
coin. 

Now consider what this means in every- 
day life. The uninitiated foreigner on first 
setting up an establishment in China is 
assured by his Chinese cook that his com- 
pradore or market man will be glad, in fact 
he much prefers, that supplies be paid for 
at the end of the month or as the foreigner 
pleases, but not from day to day or by cash 
purchase. The cook has his little pass book 
in which is entered each day the purchases 
of the household, ten cents for potatoes, 
three cents for onions, eight cents for water 
chestnuts, fifteen cents for tomatoes, ninety- 
six cents for flour, and so on for meat. 
sugar and other supplies, which in China 
are usually bought in small quantities day by 
day so that master doesn’t keep close ac- 
count of totals. All these small items are 
added up at the end of the month. They 
come, say, to $265, and the head of the 
family gives his check or pays the cook in 
silver or other dollars, but in dollars, not 
in small coin. The cook, however, has paid 
or agreed to pay for these supplies in small 
coin on the basis of small purchases. When 
he receives real dollars he therefore pockets, 
in addition to his usual commission, about 
ten per cent profit on the month’s purchases. 
In time, of course, the foreigner learns. He 

(Continued on page 607) 
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Every bank’s 


bond invetment account 


NEEDS OCCASIONAL READJUSTMENT TO MEET 


CHANGING CONDITIONS 


HE experienced banker does not buy bonds hapnazardly, 

however sound they may be. He is governed in his choice 
by the kind of business he does, the nature of his deposits, 
the amount of his quick reserves, the maturity of his loans 
and discounts. 


After he has analyzed his own situation he constructs a 
bond reserve in keeping with it, selecting bonds of known 
. 18 
quality and marketability. 


The problem is simple enough when you know all the fac- 
tors involved and how to adjust them. In its solution Halsey, 
Stuart & Co. has had years of experience with many hun- 
dreds of institutions. We are familiar with the banker’s needs 
and have an intimate knowledge of conservative investment. 


Many banks ask us periodically to analyze and reappraise 
their bond holdings, to fit changing conditions both in their 
Own situation and in the investments themselves. 


May we be of service to you? 


HALSEY, STUART & CO.. 


INCORPORATED 


CHICAGO NEW YORK PHILADELPHIA DETROIT CLEVELAND 
201 South La Salle St. 14 Wall St. 111 South r5thSt. 601 Griswold Sc. 925 Euclid Ave. 


ST. LOUIS BOSTON MILWAUKEE MINNEAPOLIS 
319 North 4th St. 85 Devonshire St. 425 East Water St. 610 Second Ave.,S. 


When writing to advertisers please mention the American Bankers Association Journal 
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Profits in Chemical Industry 


By D. RICHARD YOUNG 


Earnings for the Last Three Years of Most Important Manu- 


facturers. 
Products. 


Two Industrial Giants With a Wide Range of 
The Post-War Change in Drugs and Chemicals. 


Possibilities and Hazards of Synthetics in Chemical Industry. 


I you ask the 
average banker 
what he thinks 
of the chemi- 
cal industry, the 
usual reply is that 
he doesn’t know 
much about it. Even 
the people who are 
accustomed to  fol- 
low closely the con- 
dition of business in 
leading lines will, in 
most cases, confess 
that they do _ not 
keep well posted on 
this very important 
branch of business. 
The reasons for 
this apparent lack 
of attention to the 
chemical industry 
appear to the 
complex character of the business, and 
the great diversity of trades usually in- 
cluded in this broad classification. The 
chemical industry is by its very nature 
a highly technical one, and the student of 
general business who can talk glibly on steel 
production, automobile manufacture or 
building contruction, whose operations are 
readily understood and whose statistics are 
easily available, usually avoids this rather 
mysterious chemical business. When one 
visualizes the powerful acids, whose for- 
mulas have been forgotten from school days, 
the making of high explosives, taking nitro- 
gen from the air and making fertilizer, or 
using coal-tar as a source of beautiful dye- 
stuffs and fragrant perfumes, it is often 
casually assumed that these things do not 
mix well with business. That they do mix 
with business—that chemistry is utilized in 
nearly every form of business, and is a 
chief factor in our present development and 
prosperity—will be realized from a closer 
investigation of the subject. 


A Diversified Industry 


UT the chemical industry some say, is 

so diversified. There are the acids, alka- 
lis, salts and alcohol used extensively in com- 
merce. Fertilizers are an important branch, 
as are drugs and medicines. Paints, var- 
nishes, inks, etc., represent chemical proc- 
esses almost entirely, while the same is true 
of soaps, household cleaners and _insecti- 
cides. One manufacturer of perfumery and 
cosmetics earns over two million dollars 
annually. Dyestuffs and explosives, one 
might think, have little in common, yet they 
come from the same material and become 


The chemist is revolutionizing industry. 


il 


Courtesy Thermo Electric Instrument Co. 


are being scrapped overnight 


separated only toward the end of the long 
analytical treatment. 

A further reason why the chemical in- 
dustry is not understood in the same 
degree as other basic lines is that it is of 
comparatively recent origin, as regards 
American production. Before the war the 
trade in this country was dominated by the 
six great German chemical trusts, which 
supplied the bulk of our requirements from 
overseas and manufactured a limited quan- 
tity of simple products here. 

By the use of the most ruthless and il- 
legitimate practices, including dumping and 
destructive underselling, almost universal 
bribery of dyers, forcing distributors to 
handle full lines exclusively, taking out 
patents by the thousands to prevent do- 
mestic development, camouflaging the real 
ownership and evading taxation by means 
of locally incorporated branches, fostering 
through our colleges the belief that the 
German chemical industry was invincible— 
all this had the effect of discouraging any 
attempts on the part of Americans to es- 
tablish plants, while the few companies 
that dared to organize invariably were 
stifled in infancy, or else rewarded their 
hopeful and persistent parents with losses 
in capital year after year. 

Of the small number of domestic concerns 
that did secure a foothold, some - were, 
strangely enough, in the dyestuffs field 
which was the very department in which 
Germany excelled; the answer being that 
they were for the most part using German 
patents on a royalty basis, buying German 
“intermediates” for further manufacture into 
colors, confining themselves to the simpler 
formulas, and honeycombed throughout with 
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As a result of his work, flourishing industries 


German chemists 
and capital, but they 
had the desired ef- 
fect of giving a 
semblance of Amer- 
ican progress in the 
development of an 
independent chemical 
industry. 

When the war 
broke _ out _ the 
American concerns 
that had been exist- 
ing on German suf- 
ferance found their 
source of supply cut 
off, while the pure- 
ly German houses, 
acting in close asso- 
ciation with the 
trusts and the Im- 
perial Government, 
became centers for 
the propaganda, espionage and embarrass- 
ment of American industries that are now 
so well known. There is no point in bring- 
ing up these old charges in detail, and any- 
one who is not satisfied as to their fairness 
can obtain a long and most interesting ac- 
count of them in the official reports of the 
Alien Property Custodian, who had to free 
this country from German control of the 
chemical industry, its patents, experts, and 
capital, before the United States could 
manufacture its own munitions requirements. 
Nevertheless, it is an essential chapter in 
the story of our chemical industry as we 
find it today and one whose lesson may be 
worth remembering. 


The Net Profits 


_ American chemical industry, classi- 
fied broadly to include the . several 
branches noted above, many of which might 
be spoken of as industries in themselves but 
from the viewpoint of the banker and in- 
vestor are grouped together, is made up of 
some forty sizeable companies which make 
public their reports in the newspapers. 
Petroleum refining and products, which in 
the government reports is put in this class, 
is so distinct from the chemical industry 
proper as usually regarded, and of such 
tremendous importance, that it is omitted 
from this discussion and has already been 
taken up in this series of articles, under 
Profits in the Oil Industry. Likewise, the 
important part that chemistry plays in the 
rubber industry, paper, leather, cement and 
glassware, sugar and other foodstuffs, is 
best treated in those specific lines. 
Following are the earnings for the last 
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Facilities 


HE BANKER, during the course of the day’s bus- 

iness, often requires information on many invest- 
ment matters, either for his own or a customer’s use. 
The data may range from a bond quotation to a 
detailed analysis of a specific industry. The advan- 
tages, therefore, of being able to supplement the bank’s 
own facilities with the specialized facilities of a long- 
established investment house are apparent. 


For over 33 years, we have been serving banks in an 
investment advisory capacity. The facilities developed 
during this period are unusually broad and complete. 
They include not only the offering of suitable securities 
from the major classes of conservative investment, but 
also the rendering of professional services in the form 
of financial counsel, analyses of all kinds, credit reports 
and data of pertinent use to bankers in conducting 
their affairs. 


We welcome the opportunity of placing these facil- 
ities at your disposal. 


A. G. Becker & Co. 


137 South La Salle Street, Chicago 


NEW YORK ST. LOUIS MILWAUKEE . MINNEAPOLIS 
SAN FRANCISCO SEATTLE PORTLAND SPOKANE 
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three years of the most important manu- 
facturers, the figures being the net profit 
available for dividends or to carry to sur- 
plus, i.e., after all expenses, depreciation, in- 
terest, reserves and provision for taxes have 
been deducted. Fiscal years end Dec. 31 
unless otherwise indicated. 


Chemical Industry 
Net profits—000s omitted 
1924 1925 


Air Reduction Co., Inc.. 5 2,017 
Allied Chem. & Dye Corp. 
. Agric. Chem. 
Cyanamid Co.!... 
Drug. Syndicate. . 
. Home Prod. Corp. 
s Powder Co 
Caleo Chemical Co 
Commercial Solv. Corp... 
Coty, Inc. 
‘Devoe & Raynolds Co., 
Inc.2 900 


1926 


E22,350 
1,024 
1,652 


2,381 
E1,000 


2,943 


41,970 
631 
E1,460 
1862 


Forhan Co. 
Freeport Texas Co.°..... 
Glidden 
Gold Dust Corp. 
Grasselli Chemical 
Hercules Powder Co 
Household Products, 
Inter. Agric. Corp.!..... 
Enter. Match Co. 
wambert Pharmacal 
hn & Fink Prod. Co.®. 
iquid Carbonic Co.7.... 
Mathieson Alkali Works. . 
Merck & Co 
Natl. Distillers Prod. Co. 
Parke, Davis & Co., Inc. 
Pratt & Lambert, Inc.... 
Procter & Gamble Co. !.. 
Sherwin-Williams (Co.5... 
Sterling Products, Inc.... 
Tenn. Cop. & Chem. Co. 
Texas Gulf Sulphur Co. 
U. S. Ind. Alcohol Co.... 
Vick Chemical Co.8...... 
Va.-Carolina Chem. Co.®. 
V. Vivaudou, Inc 


1Years ended June 30. 

2Years ended Nov. 30; 1924 includes 11 months. 

8Years ended Nov. 30. 

*Years ended Oct. 31. 

5Years ended Aug. 31. 

61925 includes 4 months. 

TYears ended Sept. 30. 

8Years ended June 30; 1926 includes 11 months. 

1924 and 1925 years ended May 31; 1926—13 
months ended June 30 before receivership expenses 
and taxes. 

D—Deficit. 

E—Estimated. 


The Allied Chemical & Dye 
Corporation 


HE foregoing table includes two con- 

cerns that are veritable industrial giants, 
whose predominant position in the trade, 
large capitalization in the hands of investors 
and interest on the’ part of the public gen- 
erally merit special comment as to their 
affairs. 

The Allied Chemical & Dye Corporation 
is a holding company incorporated in 1920 
for the purpose of consolidating five im- 
portant concerns—the Barrett Co., General 
Chemical Co., National Aniline & Chemical 
Co., Inc.. Semet-Solvay Co. and Solvay 
Process Co. These subsidiaries, which re- 
tain their corporate entity and operate under 
their individual names, are engaged in the 
manufacture of acids and other chemicals, 
alkalis and soda products, coal tar products, 
dyestuffs. coke and its by-products and the 
construction of by-product coke ovens. The 
constituent companies were for the most 
part old established American concerns, 
which in turn controlled other subsidiaries, 
to which there had been added some busi- 
ness formerly German-owned. The organ- 
ization operates numerous plants through- 
out the United States and Canada. 


LABOR BUREAU INDEX 1913 * 100 


U.S. 


Chemical prices are only 116 per cent 
of the 1913 average, compared with 
148 per cent for all commodities 


In connection with the coke-oven activity, 
the company announced in January the ac- 
quisition of the Steere Engineering Co., of 
Detroit, one of the largest manufacturers 
and erectors of gas works, tanks and at- 
tendant equipment in the United States, and 
the organization of the Semet-Solvay Engi- 
neering Corp., to consolidate the Steere En- 
gineering Co. and the engineering and con- 
struction departments of the Semet-Solvay 
Co. This consolidation brings together in 
one organization the facilities necessary to 
provide a complete engineering and con- 
struction service to operators of every type 
of manufactured gas apparatus. There re- 
cently has been great interest in the efforts 
to develop new processes for making gas 
and refinements to present methods, and gas 
engineers are closely following these ex- 
periments both in this country and abroad. 
As the extensive research department of 
the Semet-Solvay Co. is unquestionably 
abreast of the present status of the science, 
the merger of these companies is significant 
in the trade. 

The report to stockholders covering the 
year 1926 has not yet been issued but net 
profits are estimated at around $22,350,000, 
compared with $20,566,592 actual earnings 
in 1925. As the company had at the be- 
ginning of the year 1926 a capital of $39,- 
284,900 in preferred stock, $10,890,545 com- 
mon stock, capital and earned sulplus of 
$150,392,312, making a total of $200,567,757, 
the estimated earnings represent a return of 
around 11 per cent on this invested capital. 
After providing for preferred dividends, 
this leaves a balance of around $8.90 per 
share for the common stock, no-par. This 
compares with an actual return of 10.8 per 
cent in 1925, figured on the same basis. 

It might be noted that the “invested capi- 
tal” as used ahove includes a “good-will” 
item of $21,305,943, which some _ people 
would deduct in calculating return on capi- 
tal, resulting in a slightly higher figure; on 
the other hand the company carries reserves 
for depreciation, obsolescence, insurance, 
sundry and general contingencies totaling 
over $106,000,000, a substantial part of 
which might very properly be regarded as 
capital, and if so would result in a slightly 
lower earning figure. Computed in any 
manner, a return at this rate is certainly not 
excessive, considering the extraordinary 
hazards of the chemical industry and the 
fact that this applies to the largest company 
in a most prosperous period. The preferred 
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stock, 7 per cent cumulative, has pai its 
dividend regularly since organization oj the 
present corporation, and the common. has 
paid $4 annually since organization, which 
rate was increased to $6 annually with the 
payment to be made Feb. 1. 


The duPont Company 


HE second giant of the chemical in- 

dustry is E. I. duPont de Nemours & 
Co., which is the outgrowth of one of the 
oldest enterprises in America. The business 
was originally founded in 1802, as a part- 
nership, to manufacture explosives. [Later 
the E. I. duPont de Nemours Powder Co. 
acquired the ownership of about 100 differ- 
ent companies through exchange of their 
capital stocks. In 1911 the United States 
Circuit Court rendered a decision holding 
that the corporation was in violation of the 
Sherman Act and the following 
final decree was entered dissolving the 
business into three parts, one company to 
retain the original name and the others to 
be known as the Atlas Powder Co. and the 
Hercules Powder Co. 

In 1915 the former parent company was 
succeeded by FE. I. duPont de Nemours & 
Co., which has had a remarkable record of 
expansion since that date. It has been a 
leader in research work, employing several 
hundred chemists, physicists other 
scientists in its laboratories, and in recent 
years has developed numerous new lines, 
which are manufactured through subsidi- 
aries. 

Its present activities include the making 
of explosives by the parent company, rayon 
or artificial silk by duPont Rayon Co. at 
Buffalo and Nashville, “cellophane,” a 
transparent sheet material for wrapping and 
other purposes by duPont Cellophane Co. at 
Buffalo, synthetic ammonia from nitrogen 
extracted from the air, by Lazote, Inc., and 
duPont National Ammonia Co. at Charles- 
ton, W. Va., motion picture film and other 
cellulose products by duPont-Pathe Film 
Mfg. Corp. at Parlin, N. J., pyroxylin, 
plastics, ete., by duPont Viscoloid Co. at 
Arlington, N. J., Norwich, Conn., and Leo- 
minster, Mass., artificial leather by its 
Fabrikoid Division, and nitro-glycerin by 
American Glycerin Co. 

The corporation has its realty, building 
and engineering companies at Wilmington, 
Del., its headquarters, ‘also operates the 
duPont Hotel there, and has an interest in 
the duPont Nitrate Co. of Chile, Associated 
Securities of Canada, Ltd., Canadian Explo- 
sives, Ltd., Compania Snd-Americana de 
'xplosives, General Explosives Co. of 
Missouri, Flint Varnish & Color Works, 
Inc., of Michigan, Compartia Mexicana de 
Explosives, S. A., Easter Alcohol Corp. 
of New Jersey, Nobel Chemical Finishes, 
Ltd., of England, and Société Francaise 
Fabrikoid of France. In addition, through 
General Motors Securities Co., it owns 
approximately 23 per cent of the General 
Motors Corporation stock. ; 

DuPont reported net profits for 1926 ot 
$41,969,574, including its dividends received 
on General Motors holdings. At the be- 
ginning of the year it had _ outstanding 
$68,429,764 debenture stock, $133,082,900 
common stock, $62,669,541 surplus and 
$10,000,000 full paid subscriptions on new 

(Continued on page 622) 


year a 


160 
150 
130 
120 Al 
d 100 
Diamond Match Co...... 1,695 1,606 
E. I. duPont de Nemours 
Eagle Picher Lead Co.... 3,053 2,298 
580 558 
: D326 750 
1,079 2,210 
673 678 867 
3,032 4,155 
2,157 2,999 
2,312 2,562 
D549 1,101 1,284 
5,089 10,697 
1,499 2,012 
1,467 382 
1,260 1,135 
873 1,465 
154 223 
965 928 
5,904 6,578 7,125 
1,144 1,337 1,340 
8,629 10,375 12,242 
: 3,563 4,482 4,262 
4,735 4,911 5,414 
113 820 E1,033 
4.814 5,689 
3,301. 2,167 E3,000 
1,823 1,825 2,121 
D5,314 249 2,542 
D442 447 
>, 
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They'll say He is— 
The Helpful Hand of a Great Service” 


SK any one of your Depositors who has traveled abroad, to whom your bank has 

recommended and sold American Express Travelers Cheques—ask every one of them 

—if the much heralded Personal Service of the American Express Company really serves 
the Traveler. 


Ask them if they used It—where, when and how; and if they would think of going on any 
trip abroad without It. 


Ask them if they would call this Service “GREAT”—and if it was to them a “Helpful Hand.” 


“The Helpful Hand of a Great Service” is not just a business slogan applied, indifferently, 
to the Personal Service American Express couriers and personal representatives are 
extending to travelers—everywhere. They are the quoted words, constantly repeated, of 
thousands of travelers in foreign lands—your Depositors—Depositors of 17,000 other 
American banks—banks which, because of the satisfied travel experience of their Depositors, 
now advise and sell 


AMERICAN Express ‘TRAVELERS CHEQUES 
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When writing to advertisers please mention the American Bankers Association Journal 
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A Move to Strengthen the Federal 
Farm Loan Act 


By CHARLES S. DEWEY 


Assistant Secretary of the Treasury 


Changes in Law Recommended to Keep Pace with Phenomenal 
Growth of System, Which Has $1,600,000,000 in Securities Out- 
standing. Would Standardize Practice of Requiring Banks to Set 
Up Reserves from Current Earnings to Care for Doubtful Items. 


HE Treasury Department has for 

some time been making a study of 

the Farm Loan Act with a view 

to suggesting to Congress certain 
changes which experience and the rapid 
growth of the system have indicated to be 
necessary. 

The Farm Loan Act was approved by 
the President on July 17, 1916. In August, 
1919, a proceeding in equity, to test its 
constitutionality, was instituted in the United 
States District Court for the Western Dis- 
trict of Missouri. The court dismissed the 
bill. An appeal was taken to the Supreme 
Court of the United States, which on Feb. 
28, 1921, sustained the decision of the lower 
court. 

The purpose of the Federal Farm Loan 
Act as it exists is to provide capital for 
agricultural development, to create stand- 
ard forms of investment based upon farm 
mortgages, and to equalize rates of interest 
upon farm loans. Its administration is un- 
der the direction and control of the Federal 
Farm Loan Board. 


Billion Increase in Loans 


HE rapid growth of the Farm Loan 

System, since the Supreme Court deci- 
sion in 1921, has demonstrated its useful- 
ness. The following figures themselves 
prove this: 

On Jan. 1, 1922, there were twenty Joint 
Stock Land banks as compared with fifty- 
seven today, an increase of 185 per cent. 
During this period the mortgage loans of 
Joint Stock Land banks have increased 673 
per cent, their bonds outstanding 642 per 
cent, and their capital stock 469 per cent, 
as follows: 


January 1, 1922 
December 31, 1926 


Increase 


The number of Federal Land banks has, 
of course, remained the same (twelve), but 
their mortgage loans have increased 149 
per cent, their bonds outstanding 143 per 
cent, and their capital stock 101 per cent, 
as follows: 


Net Mortgage Loans Bonds Outstanding 


January 1, 1922 
December 31, 1926 


Increase 


By amendment, approved March 4, 1923, 
the Federal Intermediate Credits Act be- 
came a part of the basic law and provided 
for twelve Federal Intermediate Credit 
banks with a capital of $60,000,000, and au- 
thority to sell debentures to the extent of 
ten times this amount. On Dec. 31, 1926, 
there were outstanding only $68,580,000 of 
these debentures, demonstrating that this 
important branch of the system has not 
kept pace with the growth of the land 
banks, and that much work remains to be 
done to fully develop the marketing ma- 
chinery provided by the Intermediate Credit 
banks. 


Some Faults Develop 


Rees years of experience has proved the 
value of the Farm Loan System; it has 
also developed certain faults that demand 
attention. The framers of the Farm Loan 
Act could not foresee every eventuality, and 
as a result some of the banks of the sys- 
tem have themselves attempted to interpret 
certain of the provisions. of the act where 
the procedure was not specific, and usually 
to their own benefit. This tendency, if con- 
tinued, will undoubtedly be harmful to the 
system as a whole, as it usually leads to 
the adoption of accounting practices which 
in themselves may not be improper, but at 
least are not conservative. 

While the system has reached great size, 
and today stands as one of the important 
banking units of the country, its growth 
should continue. That there is room for 
further expansion is best shown by the un- 
developed facilities of the Intermediate 
Credit banks. Greater development of the 
Farm Loan System as a whole along well- 


Capital Stock 
$7,859,400 
44,739,620 


Mortgage Loans Bonds Outstanding 


$81,734,869 $81,509,600 
632,475,528 605,261,500 


1,077,818,724 
$645,295,583 


$550,740,659 $523,751,900 $36,880,220 
considered lines can be expected, however, 
if the Farm Loan Board, whose duty it is 
to administer the Act, can give more atten- 
tion to this subject. In a smaller system 
there existed opportunity to give time to 
duties of supervision, but in a system with 


Capital Stock 
$28,707,170 
57,752,390 


$29,045,220 


$432,523,141 $434,534,775 


1,059,216,615 
$624,681,840 
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outstanding securities of over $1,600,000,000 
full attention should be given to adminis- 
tration and progress along right lines if 
that system is to continue to grow and give 
efficient service. 

One of the elements upon which the con- 
tinued growth of the system must clepend 
is the constant faith of the investing public 
in the securities of the system. It is not 
believed that the Farm Loan Board, with 
its heavy duties of administration, should 
also be held responsible for the supervision 
of the banks, which is a duty of quite an- 
other character. Either duty, that of ad- 
ministration or that of supervision by bank 
examination, is so important that whole 
and not half time should be given to it. 

The Farm Loan Bureau is constituted 
as a bureau of the Treasury Department, 
and the bonds and debentures of the Farm 
Loan System are classed as instrumentalities 
of the government. For this reason, per- 
haps, the investing public holds the Treas- 
ury Department responsible for the correct- 
ness of the statements of condition issued 
by the banks of the system and for their 
supervision. As a matter of fact, under 
the present laws the Treasury Department 
does not have this responsibility. The 
Treasury has no authority either to super- 
vise the banks or examine into their con- 
dition.' The Secretary of the Treasury, 
while being a member and chairman ex- 
officio of the Farm Loan Board, which con- 
sists of seven members, has but one vote. 


Quarterly Reports of Condition 


_— in the present session of Con- 
gress identical bills were offered in the 
Senate and the House, respectively. The 
principal provisions of the proposed legisla- 
tion place with the Secretary of the Treas- 
ury the duty and responsibility of ex- 
amining the banks of the system and of 
publishing reports of their condition. These 
reports will be available at all times to the 
Farm Loan Board, to aid them in their 
administration of the Act, and will be pub- 
lished quarterly for the benefit of the in- 
vesting public. Nothing in the amendment 
prevents the Farm. Loan Board from mak- 
ing such independent investigation as it 
deems necessary. A precedent for such ex- 
amination by the Secretary of the Treasury 
is the supervision of the National Banking 
(Continued on page 615) 
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Buy your statements 


The ideal binder for practically every 
kind of machine posted ledger used. 
It meets the need for an efficient and 
portable container, minus bulk. Ideal 
for Depositors’ Accounts, Savings 
Accounts, Liability Ledger or General 
Ledger use, where it is more conve- 
nient and advisable to handle 500 to 
600 accounts in one unit. 

No binder made is more beautiful. 
None will better survive the daily 
mauling for years and years. 


Since ledger and statement 
postings in banks are usually 
handled as separate opera- 
tions,each operator may con- 
trol from a few accounts up 
to 1500 accounts found in 
the average bank, all in this 
One container. 


for LESS 


ANY orders from different banks are com- 
bined and printed at one time. You share the 
saving thus effected with other bank club members. 
Manufacturing and distributing on the CLUB 
PLAN means LESS COST TO MANUFACTURE, 
therefore your statements COST LESS. 
Baker- Vawter statements possess character that 
reflects the character of your institution. This is 
not secured in the usual statement. 


Genuine machine bookkeeping paper, most rigid 
up and down; perfect ruling and printing; careful 
perforation and punching; accurate trimming and 
spacing, are some of the good points of these state- 
ments. The count is exact too. You pay only for 
the quantity you buy. 


Four standard styles corresponding with the 
popular ledger leaves are furnished and frequently 
we can offer combination facilities on any forms 
that are designed specially for your bank. 


Standard ledger leaves of several sizes 
and styles are carried IN STOCK 
ready for prompt shipment. These also 
combine quality with economy. They 
are ruled accurately and stand upright 
in your containers. Send us a sample 
of your own ledger leaf, and let us 
quote you our price. You will probably 
save money, and be delighted with the 


Little or no time wasted 
stopping and starting, is one 


ot the direct results. 


Attach to your letterhead and mail. 


Baker-Vawter Co., Benton Harbor, Mich. 


Enclosed are samples of our ledger leaf and statement. 
Please quote prices o thousand ledger leaves. 
Always, at Please quote prices on_____thou sand statements. 


any time, we invite you to 
match our quality and price with what 
you now use. It is obvious that such quotations 


will washes embarrass nor obligate you in the slightest. A-B2 


‘When writing to advertisers please mention the American Bankers Association Journal 
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Take Nothing for Granted 


By CRAIG B. HAZLEWOOD 


Vice President, Union Trust Company, Chicago 


Need for Standardizing Service that Trust Companies Render 
as Trustees for Finance Companies. Trust Department Is Only 
Real Check and Balance Between Purchaser of Trust Notes 


and Borrowing Finance Company. 


HE service which trust companies 

perform as trustees for finance 

companies lacks standardization 

and uniformity in the method of 
procedure. 

As a loaning officer of the bank, I have 
learned that there is an infinite variety of 
methods employed in handling this class of 
trusteeships. I call to mind one instance 
where a trust company, acting in a fiduciary 
capacity, permitted the finance company to 
retain in its own portfolio, receivables 
pledged as collateral security to outstanding 
trust notes. Upon receipt of advice from 
the finance company that specific receiv- 
ables, designated by name and amount, had 
been “ear marked” and segregated from 
other assets, the trustee would issue and 
certify collateral trust notes, in the amounts 
permitted by the trust indenture, as being 
properly secured. The finance company 
then, according to the procedure, retained 
original collections making monthly settle- 
ments of installment payments maturing 
within that period and advised the trustee 
of subsequent deposits and withdrawals of 
collateral. 


The Trustee Did Not Know 


HE trustee, operating under this pro- 

cedure, had no definite proof of the 
existence of the receivables pledged; did 
not know, of its own knowledge, the nature 
of the liens taken; whether mortgages were 
properly recorded; whether chattels were 
insured and if so, whether the insurance 
was properly assigned; did not know 
whether monthly payments were made by 
the installment purchaser or by the finance 
company itself. The trust company had no 
definite knowledge as to the nature, char- 
acter or condition of the collateral pledged 
and in lending itself to this transaction and 
permitting its name to be used under these 
circumstances, to all intents and purposes, 
was practicing a “fraud” on the investing 
public. The trustee’s certification, in this 
case, had little or no meaning in relation 
to the intrinsic worth of the security against 
which the trust notes were issued. 

In my judgment, companies accepting 
trusts under these conditions make a mis- 
take from the standpoint of their own in- 
terests as well as from the standpoint of 
good banking as a whole. It is difficult to 
conceive why it is that trust companies are 
so meticulous and extremely careful in re- 
gard to real estate transactions, insisting 
that ever “T” be crossed, every “I” be 
dotted and that all legal requirements be 
strictly adhered to for the protection of the 
bond holders and yet in some cases they 


will “let down the bars” of conservatism 
and good banking administration in handling 
finance companies’ trusteeships. 

This is an unusually black case. There 
are many trusteeships which are handled 
very carefully and scientifically with the 
idea ever uppermost in mind that it is the 
duty of the trust company to see that every 
reasonable precaution is taken for the pro- 
tection of the purchaser of collateral trust 
notes. Trust companies handling trustee- 
ships with only a minimum of care, as in 
the illustration just given, do not seem to 
realize that the Trust Department is the 
only real check and balance that lies be- 
tween the purchaser of trust notes and the 
borrowing finance company. 

The policy of trust companies in hand- 
ling collateral pledged by finance companies 
should be one of taking nothing for granted. 
The banks in this day and age are exam- 
ined, checked and supervised by their own 
auditors, examining committees and super- 
vising bank authorities, whereas the finance 
companies are not subject to any similar 
supervision and their only check is when 
they, themselves, desire an audit and call 
in an outside auditor to make an examina- 
tion. 

I do not mean to infer necessarily that 
the management of a finance company may 
not be such. as to keep within the “straight 
and narrow path” but the temptation and 
opportunity are there. The only means that 
a loaning officer has at his disposal in keep- 
ing properly posted are through examina- 
tions made by competent auditors and_ in- 
formation which may be obtained from the 
trustee as to whether or not the account 
is functioning satisfactorily in accordance 
with the trust indenture. 


Rules Not Adhered To 


YEAR or so ago finance companies got 

together with the avowed purpose of 
adopting a standard method of procedure. 
They formed an association, laid down cer- 
tain rules and within six months some of 
these rules were broken because the banks 
granting credit did not insist that the rules 
be adhered to. The banks were content to 
go along in the old-fashioned way as they 
felt they knew the management and there- 
fore no pressure was brought to bear to 
keep these gentlemen in line. 

If the trust companies follow the plan 
of taking nothing for granted, if they will 
require that the collateral security be de- 
posited with them, if they will examine 
the paper to see that proper down payments 
have been made, that there is a proper 
spread of installment payments, that ma- 
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Should Verify Payments. 


turities do not exceed twelve months, that 
the notes are properly secured and chattel 
mortgages, if taken, recorded and that the 
chattels are insured and policies assigned 
to the trustee so that technically the collateral 
security to trust notes may be in the proper 
form, then the Trust Department of the sev- 
eral banks will have gone a long way toward 
keeping this situation “clean and sweet.” 
The trust companies should also know that 
the installment payments are being made 
by the makers of the notes and should take 
no one’s word for it. Original remittances 
should be deposited with the trustee by the 
finance companies which will enable the 
trustee to make endorsements on the col- 
lateral from actual payments received and 
will at the same time tend to establish a 
proof of the genuineness of the paper held. 
This procedure is being followed by a 
number of trust companies. While it en- 
tails some extra work, it is believed to be 
worth the effort because trusteeships handled 
on this more exacting basis give the loan- 
ing officer of a bank or the individual pur- 
chaser of trust notes a feeling of confidence 
rather than a feeling of uncertainty. 


Eighth Mid-Winter Trust 
Conference 


HE eighth mid-winter trust conference 

for corporate fiduciaries conducted un- 
der the auspicies of the Trust Company Di- 
vision, American Bankers Association, will 
be held at the Waldorf-Astoria Hotel in 
New York on February 16, 17 and 18. Sub- 
jects of practical value to trust officials in 
the daily conduct of business will be pre- 
sented and opportunity given for full dis- 
cussion. W. S. McLucas, Vice-President 
of the Division and chairman of the board, 
Commerce Trust Company, Kansas City, 
Mo., will preside. 

The sessions will be held in the Astor 
Gallery as follows: Wednesday, February 
16, business meetings 10:30 a. m. to 12:30 
p. m. and 2 p. m. to 5 p. m.; Thursday, 
February 17, business meetings 9:30 a. m. 
to 12:30 p. m. and 2 p. m. to 4:30 p. m, 
reception 7 p. m. and banquet 7:30 p. m.; 
Friday, February 18, business meetings 10 
a. m. to 12:30 p. m. and 2 to 4:30 p. m. 

The banquet of the trust companies of 
the United States will be held on the eve- 
ning of Feb. 17. Edward J. Fox, President 
of the Division, will preside. The speakers 
will be Cornelius F. Kelley, president of 
the Anaconda Copper Mining Company, and 
Edgar A. Guest of the Detroit Free Press. 
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You wouldn’t risk a guess! 
Train your employees to the BLUE BOOK habit too 


How much trouble you save by a 
quick glance into your Rand MfNally 
Bankers Directory! Make sure your 
employees fully appreciate this. 
They are secure beyond question 
when they rely upon the Blue Book. 

Twice a year this standard bank- 
ing reference is completely and 
honestly brought up to date, with 
a painstaking care that costs added 
thousands of dollars. It is pub- 
lished and distributed every March 
and September, closer to the date 
of its information than any other 
similar publication. 

In the majority of banks the 
country over, law firms, leading 
corporations and business houses 
of all kinds, you will find this 
directory subscribed for because it 
is the most reliable in the banking 
field. If you are not now using it, 
we shall be glad to supply complete 
details, as well as full information 
about Rand M€Nally’s bank ser- 
vice—no obligation on your part. 

Here is part of the daily service 
the Bankers Directory gives you. 


IRanp MSNALILY & GoMIPANY 


Map Headquarters 


Dept. P-2 
536 S. Clark Street, Chicago 
Washington 


Largest Publishers of Banking Publications in the World 
Official Numbering Agent, American Bankers Association 


ESTABLISHED 1856 


270 Madison Avenue, New York 
San Francisco 


Banks by states, with statements, 
officers and correspondents; foreign 
banks; bank directors; bonded attor- 
neys; commercial laws of all states, 
condensed for easy reference ; Federal 
Reserve System; postal rates; bank- 
ers’ associations; Numerical System 
Bank ‘Transit Map; examiners; 
clearing houses; foreign currency; 
interest rates by states; Farm Loan 
System; joint. stock land banks; etc. 
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Make use of this 
complete bank service 


*The Bankers Monthly—The Mag- 
azine for Bank Executives. Covers 
every phase of bank management and 
development, with helpful discussions 
of current financial and economic sub- 
jects. $5 a year; single copies 50c. 
Send for introductory copy, free. 


*The Bankers Service Bulletin—A 
monthly magazine devoted to the 
problems of bank routine operation, 
equipment and supplies. Gives latest 
buying information. 


*The Bankers Service Guide—How 
and Where to Buy. A conveniently 
indexed and permanently useful refer- 
ence book. Cloth bound, $1 postpaid. 


Key to the Numerical System of 
the A. B. A.—Official publication of 
the American Bankers’ Association. 
Printed every other year, with regular 
six month supplements. 578 pages 
and introduction. Cloth bound, $2.50 


- postpaid. 


Banking and Business Ethics—An 
elementary manual of banking, written 
by W. E. Borden, practical banker, 
and Cyrus Lauron Hooper, well known 
educator. $1.35 postpaid. 


How Banks Increase Their Business 
—Just out. By G. Prather Knapp. 
A sound, informative discussion, based 
on years of experience in every phase 
of banking operation. Invaluable for 
bank and trust company executives. 
326 pages, cloth, $5.00 postpaid. 


Maps for Bankers—Maps and atlases 
of every kind and description for use 
in bank development, distribution 
among customers and informational 
use inside bank, etc. 


*Advertising in these publications 
as well as in the Bankers Directory 
(Blue Book) reackes a responsive and 
responsible list of interested readers and 
buyers. Write for rate card. Member 
Audit Bureau of Circulations, Financial 
Advertisers Association, National Pub- 
lishers Association. 


HAVE YOUR SECRETARY MAIL THIS 


Los Angeles 


Rand MONally & Company, Dept. P-2 
536 S. Clark Street, Chicago 
Please send complete information about the following checked (x) 
for your attention: 
) Bankers Directory 
) Bankers Monthly 
( ) Bankers Service Bulletin 
( ) Bankers Service Guide 


) Key to A.B. A. System 

( ) Banking and Business Ethics 

( ) How Banks Increase Their Business 
( ) Maps for Bankers 


When writing to advertisers please mention the American Bankers Association Journal 


577 
| 
|) 
| 
| NS 
GB | 
4 
: 
> 
) 
' 
' 
) : 
t 
5 
I 
1 


The White Conquest of the Jungle 


By H. L. RUSSELL 


Dean, College of Agriculture, University of Wisconsin 


What Rubber Has Done for the Federated Malay States and the 
Dutch Indies. The Magic in White Control of Brown Brawn. 
The Rubber Plantation Brings Great Wealth to the Indies. How 
the Dutch Production Promises to Keep Prices Reasonable. 


UR train was laboriously climbing 

the rough hills of western Siam, 

twisting and wriggling its way 

through the low backbone range 
that makes up the spine of the Malay 
Peninsula. 

The tropical jungle lined both sides of 
the track. The forest closed in on the 
railroad, seeming almost to resent the in- 
trusion which the audacity of man had 
attempted when he thrust his ribbons of 
steel through the forest. Man has not had 
the temerity before to invade these moun- 
tain fastnesses with a highway for wheeled 
vehicles. Only a carabao trail wide enough 
for a single animal 
was now and then 
crossed by the rails. 

This was Siam. 

The Penang ex- 

press on which we 
were traveling 
slowly crawled to 
the top of the range 
and began to slide 
down western 
slopes. We _ have 
crossed the Siamese 
border into the Fed- 
erated Malay States 
that are under Brit- 
ish control. Almost 
as by magic, the 
character of the 
scene changes. 
Good roads, _ well 
paved, cross the 
right of way or run 
parallel to the track. 
Now and then a 
motor car spins 
along striking 
contrast to the slow- 
er moving Indian 
pony or cow that is 
carting its load of 
provender along the 
highway. 

The jungle is gone. The smooth-barked 
forest trees in riotous confusion interlaced 
with the huge strands of climbers have 
given way to serried ranks of rubber trees 
planted in geometrical precision, like a fruit 
ranch on a California hillside. Not a shrub 
or a weed encumbers the ground. The soil 
below is covered with a fallen leaf mulch 
that evidently excludes undergrowth like 
the forest floor of a spruce thicket. The 
smooth-barked trunks of the rubber trees 
are gashed with V-shaped scars like the 
pines of a turpentine forest. Little cups 
are suspended at the bottom of the V’s, and 


the white ribbon of rubber milk slowly drips 
from the cut surface into the suspended 
vessel. A barefooted Malay with his carry 
buckets suspended from a yoke over his 
shoulders lazily empties the white milk as 
he makes his rounds from tree to tree. 

It has not always been thus. Once these 
mountain slopes were covered with the 
jungle like the Siamese side of the range. 
Today almost the entire length of the Malay 
Peninsula, from Penang to Singapore, a 
twenty-four-hour rail journey, the train 
speeds through these huge plantations of 
European “estates,” as they are called. 
These are the commercialized ventures of 


A forest of fine rubber trees in the Malay States 


foreign capital, agricultural corporations, 
mostly of British origin, whose plantings 
are inventoried on the basis of tens of 
thousands of acres. Here and there the hill- 
sides are alternated with the close set wav- 
ing fields of tapioca, the root of which is 
macerated and made into the tapioca of 
commerce. 

All through the upper hill sections the 
natives are slashing viciously at the forest, 
felling the huge trunks. The cuttings are 
ablaze as soon as they can be burned. It 
is no use to save the timber. Conservation 
is not to be thought of. The only desire 
is to replace the jungle growth with rub- 
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ber—the dividend maker, for even at pres- 
ent prices profits quickly boost rubber 
stocks. Moreover, everyone hopes again for 
a dollar a pound rubber. This is what Brit- 
ain has done in the Malaccas. It shows 
what is possible for a white man to accom- 
plish in the tropics when he is able to con- 
trol and direct the cheap brown brawn of 
the Orient. 

Cross the channel from Penang to Su- 
matra. Travel this tropic isle along the 
coastal section. Cross the Sunda straits 
to Java, and on this “Pearl of the Indies” 
you can scarce shake yourself loose from 
the civilizing hand of man. Rubber, sugar, 
coffee, tea, cocoa, 
tobacco and quinine 
plantations produce 
the cash crops that 
bring wealth to 
many an  Amster- 
dam burgher, while 
the food needs of 
the 35,000,000 na- 
tives that swarm 
this isle are main- 
tained by cultivating 
rice on all of the 
level lands, and 
growing corn, cas- 
sava, sweet potatoes 
and legumes on the 
mountain slopes. 
The Dutch have ac- 
complished in _ the 
Island Indies what 
the British have 
done in Ceylon and 
the Malays. In both 
cases it is white 
brains in command 
of Malay brawn. 

The rise of plan- 
tation rubber is of 
relatively recent or- 
igin. When rubber 
first came into use 
it was collected from the wild growths of 
the forest. There are a number of differ- 
ent species of plants that have the property 
of developing latex in special secreting cells. 
Many of these varieties do not form suff- 
cient quantities or produce a quality of latex 
that can be recovered in commercially profit- 
able form. ‘ 

The Dutch had made efforts to domesti- 
cate the gutta percha tree for years, and 
considerable improvement had been made, 
this variety possessing special merit for 
submarine cables, golf balls and dentistry. 
But the rubber obtained from the Brazilian 

(Continued on page 605) 
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Completely 
“Y and E” equipped 


O the long list of “Y and E” bank installa- 

tions, there is now added the complete 
equipment of the new banking quarters of the 
Lincoln Alliance Bank of Rochester, New 
York. 


Special 
Interest 
Department 


Voucher Room 


Bookkeeping 
Department 


Senior 
officers 
Quarters 


The new and splendidly 

equipped home of the 
Lincoln Alliance Bank of View of 
Rochester, New York. counter work 


N equipping this new bank, “Y and E” modern banking equipment and systems. 
bank experts worked closely with the poe ‘ 
architects — McKim, Mead and White — If you are building a new bank, opening a 
and with the bank engineering firm of branch, moving, or considering new equip- 
Halsey, McCormack and Helmer. The ment or systems, write to the “Y and E” 
result is not only harmonious in ap- Bank Service Department for time and 

pearance but is the very last word in money saving suggestions. 


YWAWMANADFRBE MFG.@. 
Ge 285 Jay Street . Rochester, N. Y. 


STEEL AND WOOD FILES—STEEL SHELVING DESKS — SAFES— 
OFFICE SYSTEMS AND SUPPLIES—BANK AND LIBRARY EQUIPMENT 
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The Failure of the Guaranty Law 
in South Dakota 


By E. S. SPARKS 


Dean, College of Agriculture and Science, University of South Dakota 


After Twelve Years of Operation, the Depositors’ Guaranty Fund 


Stands a Complete Failure. 


Each Day. 


Hopeless Deficit, Growing Larger 
Fund Has Annual Income of Less Than $300,000 


to Meet $50,000,000 Indebtedness. Aid to Unsound Banking. 


T present the depositors’ guaranty 

fund law of South Dakota stands, 

after eleven years of operation, a 

complete failure and a crowning 

example of the weakness of the guaranty 

idea. As long as only a few banks were 

failing, the system seemed to be operating 

fairly well, but when bank failures in- 

creased rapidly the act broke down and its 
many weaknesses manifested themselves. 

It is my purpose here to outline briefly 
the historical and legal features of the 
guaranty law, to give the actual results 
of its operation, and to draw conclusions 
concerning its wisdom. 

In 1909, the legislature of South Dakota 
passed an act wherein it was provided that 
the bankers of the state should work out a 
scheme for the guaranty of bank deposits. 
Most of the bankers, however, were op- 
posed to the scheme and the law was not 
put into operation. The movement for a 
depositors’ guaranty law again became ac- 
tive in 1914. There had been occasional 
bank failures (fourteen banks were _ in- 
solvent at this time), and it was felt by 
many that something should be done to give 
more general protection to bank depositors. 
Four other states, Oklahoma, Texas, 
Kansas and Nebraska, had passed such laws 
and they appeared to be working out satis- 
factorily. Seeing that a guaranty law was 
inevitable and fearing lest it might be im- 
practicable or unfair, the South Dakota 
Bankers Association appointed a committee 
whose duty it was to draft a depositors’ 
guaranty fund bill such as would be fair 
and equitable and give satisfactory results, 
and to have the bill in readiness for the at- 
tention of the legislature at the coming 
1915 session. The proposals of this com- 
mittee were largely accepted in the 1915 law. 


Why Guaranty Laws Fail 


BJECTIONS to the proposed bill on 

the part of the banks were summarized 
by the public examiner, J. L. Wingfield, as 
follows: “The most forceful argument 
against the enactment of a bill for the 
guaranty of deposits in banks is that such 
a bill would place all banks, those conserva- 
tively managed and those that are inefficient- 
ly managed, on an equal basis as to their 
financial responsibility and thus give the 
less conservatively managed bank not only 
an equal opportunity to acquire deposits, 
but would afford it an undue advantage. 


OTWITHSTANDING 

the failure of the 
guaranty of bank deposits 
lazy in every state where it 
has been tried, with one 
possible exception, the same 
proposals are being advo- 
cated by legislators in a 
number of states at the 
present time. Dean Sparks, 
of the University of South 
Dakota, reviews the opera- 
tions of the fund in that 
state in this article. The 
law “promoted rather than 
retarded unsafe and un- 
sound banking,” he asserts, 
and hindered the belief that 
a bank and its liabilities are 
no more sound than the 
business practices of its 
directing bankers. 


The better and more conservatively man- 
aged banks do not object to a guaranty bill 
that does not impose upon them the obliga- 
tion of guaranteeing payment of deposits in 
the inefficiently and unconservatively man- 
aged banks, but down to the present time no 
feasible plan for the guaranty of deposits 
in banks has been devised whereby the 
burden would not fall upon the better in- 
stitutions. A second of the chief objections 
to such a bill is the increased expense to the 
banks by reason of the fees for exarina- 
tion, this not only imposing upon them the 
obligation to insure depositors against loss, 
but obligating them to withstand a large 
portion of the expense incident to maintain- 
ing a department for the enforcement of the 
laws.” 

A complete new law relatinz to banks and 
hanking was enacted during the 1915 legis- 
lative session, in which was incorporated 
a feature whereby deposits in state banks 
were to be guaranteed. The guaranty fea- 
ture of this statute became operative Jan. 


1, 1916. 


There were two important items in 
the Guaranty Act. The first of these was 
the creation of a guaranty fund and the 
second was the appointment of a commission 
to supervise the fund. 

As to the guaranty fund, it was provided 
that every state bank in operation should 
file on Jan. 1 of each year, beginning with 
Jan. 1, 1916, with the depositors’ guaranty 
commission, a written statement, verified 
by the oath of its president, vice-president 
or cashier, showing its average daily de- 
posits for the preceding twelve months. 
Then one month later, on Feb. 1 of each 
year, the commission was to levy an assess- _ 
ment of one-fourth of one per cent on the 
average daily deposits as shown by the 
above statement. This yearly assessment 
was to continue until the total amount of 
money in the guaranty fund reached one 
and one-half per cent of the average daily 
deposits. Then it was to cease until such 
time as the guaranty fund should be de- 
pleted below one per cent of the average 
daily deposits, when it was to become opera- 
tive again. Banks organized after Jan. 1 
1916, upon entering business, were to pay 
into the fund an amount equal to 4 per cent 
of their capital stock as a credit fund to be 
adjusted later, so that the first two annual 
assessments together with this credit fund 
would be equal to 1 per cent of the average 
daily deposits as shown by the first annual 
statement of the bank. This did not apply 
to reorganized or consolidated banks. 

Banks operating under this act were not 
required to give further security for the 
purpose of becoming a depository for any 
public funds. Furthermore, the guaranty in 
this act did not apply to a bank’s obligation 
as endorser upon bills rediscounted, nor to 
bills payable, nor to money borrowed from 
its correspondents, or others. 


A Commission Appointed 


ECONDLY, a depositors’ guaranty fund 

commission was created to supervise the 
new system. Under the provisions of the 
1915 act, the governor was empowered to 
appoint three persons to serve with the pub- 
lic bank examiner as members of the de- 
positors’ guaranty fund commission. These 
were to be chosen by the governor from 
twelve persons nominated by the represen- 
tatives of the banks. The salaries and ex- 

(Continued on page 603) 
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Burroughs cuts the cost 
of all ank proving work 


OW-—a new Burroughs that automatically gives two original 
lists of each group of items—no carbon paper to stuff—no 
perforated sheets. 


This machine retains all the advantages of the Duplex and other THIS TAPE 


Burroughs machines used on proving and at the same time cuts is one of the two original lists of 
the cost of this work by— each group of items. It is provided 


automatically by the new Burroughs 
Proving Machine. 


1. Reducing printing and stationery 
expense—requiring only original 
sheet—no perforated copies. 
Saving time of tearing apart 
perforated sheets. 


Eliminating carbon paper. 

. Saving time of stuffing carbon 
paper, 
Producing more legible list to be 
attached to items. 


. Assuring lists being attached to 
correct batches of items. 
Preventing record being de- 
stroyed if clerk runs off bottom 


of sheet, as complete record is on 
tape. 


For complete demonstration of this new 
machine, call the nearest Burroughs office 
or write— 


BURROUGHS ADDING MACHINE COMPANY 
6442 Second Blvd., 
Detroit, Michigan 


Burroughs Adding Machine of Canada, Limited, Windsor, Ontario 
Sales and Service Offices in all Principal Cities of the World 


DU rroughs 


ADDING-~- BO OKKEEPING- CALCULATING AND BraLING MACHINES 
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The Text of the McFadden Bill as 
It Passed the House 


OLLOWING is the text of the Mc- 
Fadden banking bill, as it was passed 
by the House of Representatives on 
Jan. 24. 

If the Senate should approve the motion, 
which has been made by Senator Pepper, 
of Pennsylvania, to concur in the amend- 
ments to the measure thus made, the bill 
will be sent to the President in this form 
for his signature. With his approval, it 
will become the law governing the national 
banks of the country. 


NDER the new title, “To Further 

Amend the National Banking Laws 
and the Federal Reserve Act, and for Other 
Purposes,” the bill, in full, follows: 


Be it enacted by the Senate and House of Rep- 
resentatives of the United States of America in 
Congress assembled, That the act entitled “An Act 
to provide for the consolidation of national bank- 
ing associations,” approved Nov. 7, 1918, be 
amended by adding at the end thereof a new sec- 
tion to read as follows: 


“Sec. 1. That any bank incorporated under the 
laws of any state, or any bank incorporated in the 
District of Columbia, may be consolidated with a 
national banking association located in the same 
county, city, town, or village under the charter 


of such national banking association on such terms 
and conditions as may be lawfully agreed upon 
by a. majority of the board of directors of each 
association or bank peg to consolidate, and 


which agreement shall ratified and confirmed 
by the affirmative vote of the shareholders of each 
such association or bank owning at least two-thirds 
of its capital stock outstanding, or by a greater 
proportion of such capital stock in the case of such 
state bank if the laws of the state where the same 
is organized so require, at a meeting to be held 
on the call of the directors after publishing notice 
of the time, place, and object of the meeting for 
four consecutive weeks in some newspaper of gen- 
eral circulation published in the place where the 
said association or bank is situated, and in the legal 
newspaper for the publication of legal notices or 
advertisements, if any such paper has been desig- 
nated by the rules of a court in the county where 
such association or bank is situated, and if no 
newspaper is published in the place, then in a 
paper of general circulation published nearest 
thereto, unless such notice of meeting is waived 
in writing by all stockholders of any such _asso- 
ciation or bank, and after sending such notice to 
each shareholder of record by registered mail at 
least ten days prior to said meetings, but any addi- 
tional notice shall be given to the shareholders of 
such state bank which may be required by the 
laws of the state where the same is organized. The 
capital stock of such consolidated association shall 
not be less than that required under existing law 
for the organization of a national banking associa- 
tion in the place in which such consolidated asso- 
ciation is located; and all the rights, franchises, 
and interests of such state or district bank so con- 
solidated with a national banking association in 
and to every species of property, real, personal, 
and mixed,’ and choses in action thereto belonging, 
shall be deemed to be transferred to and vested in 
such national banking association into which it is 
consolidated without any deed or other transfer, 
and the said consolidated national banking associa- 
tion shall hold and enjoy the same and all rights 
of property, franchises, and interests including the 
right of succession as trustee, executor, or in any 
other fiduciary capacity in the same manner and 
to the same extent as was held and enjoyed by 
such state or district bank so consolidated with 
such national banking association. When such 
consolidation shall have been effected and approved 
by the comptroller any shareholder of either the 
association or of the state or district bank so con- 
solidated, who has not voted for such consolidation, 
may give notice to the directors of the consolidated 
association within twenty days from the date of 
the certificate of approval of the comptroller that 
he dissents from the plan of consolidation as 
adopted and approved, whereupon he shall be en- 
titled to receive the value of the shares so held 
by him, to be ascertained by an appraisal made 
by a committee of three persons, one to be selected 
by the shareholder, one by the directors of the 
consolidated association, and the third by the two 


so chosen; and in case the value so fixed shall not 
be satisfactory to such shareholder he may within 
five days after being notified of the appraisal ap- 
peal to the Comptroller of the Currency, who 
shall cause a reappraisal to be made, which shall 
be final and binding; and the consolidated associa- 
tion shall pay the expenses of reappraisal, and the 
value as ascertained by such appraisal or reappraisal 
shall be deemed to be a debt due and shall be 
forthwith paid to said shareholder by said con- 
solidated association, and the shares so paid for 
shall be surrendered and, after due notice, sold 
at public auction within thirty days after the final 
appraisement provided for in this act; and if the 
shares so sold at public auction shall be sold at 
a price greater than the final appraised value, the 
excess in such sale price shall be paid to the said 
shareholder; and the consolidated association shall 
have the right to purchase such shares at public 
auction, if it is the highest bidder therefor, for 
the purpose of reselling such shares within thirty 
days thereafter to such person or persons and at 
such price as its board of directors by resolution 
may determine. The liquidation of such shares 
of stock in any state bank shall be determined in 
the manner prescribed by the law of the state in 
such cases if such provision is made in the state 
law; otherwise as hereinbefore provided. No such 
consolidation shall be in contravention of the law 
of the state under which such bank is incorporated. 

“The words ‘state bank’ ‘state banks’ ‘bank’ or 
‘banks’ as used in this section shall be held to in- 
clude trust companies, savings banks or other such 
corporations or institutions carrying on the bank- 
ing business under the authority of state laws.” 


Indeterminate Bank Charters 


Sec. 2. (a) That section 5136 of the Revised Stat- 
utes of the United States, subsection ‘second’ 
thereof as amended be amended to read as follows: 

“Second. To have succession from the date of 
the approval of this act, or from the date of its 
organization if organized after such date of ap- 
proval until such time as it be dissolved by the 
act of its shareholders owning two-thirds of its 
stock, or until its franchise becomes forfeited by 
reason of violation of law, or until terminated by 
either a general or a special act of Congress or 
until its affairs be placed in the hands of a re- 
ceiver and finally wound up by him.” 


Selling Investment Securities 


(b) That section 5136 of the Revised Statutes of 
the United States, subsection ‘‘seventh’ thereof, 
be further amended by adding at the end of the 
first paragraph thereof the following: 

“Provided, That the business of buying and sell- 
ing investment securities shall hereafter be lim- 
ited to buying and selling without recourse market- 
able obligations evidencing indebtedness of any 
person, copartnership, association, or corporation, in 
the form of bonds, notes and/or debentures, com- 
monly known as investment securities, under such 
further definition of the term ‘investment securi- 
ties’ as may by regulation be prescribed by the 
Comptroller of the Currency, and the total amount 
of such investment securities of any one obligor 
or maker held by such association shall at no time 
exceed 25 per centum of the amount of the capital 
stock .of such association actually paid in and un- 
impaired and 25 per centum of its unimpaired sur- 
plus fund, but this limitation as to total amount 
shall not apply to obligations of the United States, 
or general obligations of any state or of any politi- 
cal subdivision thereof, or obligations issued under 
authority of the Federal Farm Loan act: And 
provided further, That in carrying on the business 
commonly known as the safe-deposit business no 
such association shall invest in the capital stock 
of a corporation organized under the law of any 
state to conduct a safe-deposit business in an 
amount in excess of 15 per centum of the capital 
stock of such a actually paid in and un- 
impaired and 15 per centum of its unimpaired 
surplus,” so that the subsection as amended shall 
read as follows: 

“Seventh. To exercise by its board-of directors, 
or duly authorized officers or agents, subject to 
law, all such incidental powers as shall be neces- 
sary to carry on.the business of banking; by dis- 
counting and negotiating promissory notes, drafts, 
bills. of exchange, and other evidences of debt; by 
receiving deposits; by buying and selling exchange, 
coin, and bullion; by loaning money on personal 
security; and by obtaining, issuing, and circulating 
notes according to the provisions of this title: 
Provided, That the business of buying and selling 
investment securities shall hereafter be limited to 
buying and selling without recourse marketable 
obligations evidencing indebtedness of any person, 
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copartnership, association, or corporation, in 
form of. bonds, notes and/or debentures, common! 
known as investment securities, under such furthe 
definition of the term ‘investment securities’ 
may by regulation be prescribed by the Comptr: 

of the Currency, and the total amount of such 
investment securities of any one obligor or maker 
held by such association shall at no time exceed 
25 per centum of the amount of the capital st: ck 
of such association actually paid in and unimpair: 
and 25 per centum of its unimpaired surplus fur 
but this limitation as to total amount shall 
apply to obligations of the United States, or 
eral obligations of any state or of any politic: 
subdivision thereof, or obligations issued under 
authority of the Federal Farm Loan act: And pro- 
vided further, That in carrying on the business 
commonly known as the safe deposit business no 
such association shall invest in the capital stock 
of a corporation organized under the law of any 
state to conduct a safe deposit business in an 
amount in excess of 15 per centum of the capital 
stock of such association actually paid in and un- 
impaired and 15 per centum of its unimpaired 
surplus. 

“But no association shall transact any business 
except such as is incidental and necessarily pre- 
liminary to its organization, until it has deen 
authorized by the Comptroller of the Currency to 
commence the business of banking.’’ 


Site for New Building 


That section 5137 of the Revised Stat- 
there- 


Sec. 3. 
utes of the United States, subsection “First” 
of, be amended to read as follows: 

“First. Such as shall be necessary for its ac- 
commodation in the transaction of its business.” 


Capital of Outlying Banks 


Sec. 4. That section 5138 of the Revised Stat- 
utes of the United States, as amended, be 
amended to read as follows: 

“Sec. 5138. No national banking association 
shall be organized with a less capital than $100,- 
000, except that such associations with a capital 
of not less than $50,000 may, with the approval 
of the Secretary of the Treasury, be organized in 
any place the population of which does not exceed 
six thousand inhabitants, and except that such 
associations with a capital of not less than $25,000 
may, with the sanction of the Secretary of the 
Treasury, be organized in any place the popula- 
tion of which does not exceed three thousand in- 
habitants. No such association shall be organized 
in a city the population of which exceeds fifty 
thousand persons with a capital of less than $200.- 
000, except that in the outlying districts of such 
a city where the state laws permit the or- 
ganization of state banks with a capital of $100,- 
000 or less, national banking associations now or- 
ganized or hereafter organized may, with the ap- 
proval of the Comptroller of the Currency, have a 
capital of not less than $100,000.” 


Authorizing Stock Dividends 


Sec. 5. That section 5142 of the Revised Stat- 
utes of the United States, as amended, be amended 
to read as follows: 

“Sec. 5142. Any national banking association 
may, with the approval of the Comptroller of the 
Currency, and by a vote of shareholders owning 
two-thirds of the stock of such associations, in- 
crease its capital stock to any sum approved by the 
said comptroller, but no increase in capital shall 
be valid until the whole amount of such increase 
is paid in and notice thereof, duly acknowledged 
before a notary public by the president, vice- 
president, or cashier of said association, has been 
transmitted to the Comptroller of the Currency 
and his certificate obtained specifying the amount 
of such increase in capital stock and_ his approval 
thereof, and that it has been duly paid in as part 
of the capital of such association: Provided, how- 
ever, That a national banking association may, 
with the approval of the Comptroller of the Cur- 
rency, and by the vote of shareholders owning two- 
thirds of the stock of such association, increase its 
capital stock by the declaration of a stock divi- 
dend, provided that the surplus of said association, 
after the approval of the increase, shall be at least 
equal to 20 per centum of the capital stock as 
increased. Such increase shall not be effective 
until a certificate certifying to such declaration 
of dividend, signed by the president, vice- -president, 
or cashier of said association and duly acknowl- 
edged before a notary public, shall have been for- 
warded to the Comptroller of the Currency and his 
certificate obtained specifying the amount of such 
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increase of capital stock by stock dividend, and his 
approval thereof. 


Chairman of Board 


Sec. 6. That section 5150 of the Revised Stat- 
utes of the United States be amended to read as 
follows: 

“Sec. 5150. The president of the bank shall be 
a member of the board and shall be the chairman 
thereof, but the board may designate a director in 
lieu of the president to be chairman of the board, 
who shall perform such duties as may be desig: 
nated by the board.” 


Branch Banking Provisions 


5155 of the Revised Stat- 


Sec. 7. That section 
be amended to read as 


utes of the United States 
follows: 

“Sec. 5155. The conditions 
tional banking association may 
and operate a branch or branches are the 
ing: 

“(a) A national banking association may main- 
tain and operate such branch or branches as it 
may have in lawful operation at the date of the 
approval of this act and any national banking asso- 
ciation which has continuously maintained and 
operated not more than one branch for a_ period 
of more than twenty-five years immediately pre- 
ceding the approval of this act may continue to 
maintain and operate such branch. 

“(b) Lf a state bank is hereafter converted into 
or consolidated with a national banking associa- 
tion, or if two or more national banking associa- 
tions are consolidated, such converted or consoli- 
dated association may, with respect to any of such 
banks, retain and operate any of their branches 
which may have been in lawful operation by any 
bank at the date of the approval of this act. 

“(c) A national banking association may, after 
the date of the approval of this act, establish and 
operate new branches within the limits of the city, 
town, or village in which said association is situ- 
ated if such establishment and operation are at 
the time permitted to state banks by the law of 
the state in question. 

““(d) No branch shall be established after the 
date of the approval of this act within the limits 
of any city, town, or village of which the popula- 
tion by the last decennial census was less than 25,- 
000. No more than one such branch may be thus 
established where the population, so determined, of 
such municipal unit does not exceed 50,000; ‘and 
not more than two such branches where the popu- 
lation does not exceed 100,000. In any such mu- 
nicipal unit where the population exceeds 100,000 
the determination of the number of branches shall 
he within the discretion of the Comptroller of the 
Currency. 

“(e) No branch of any national banking asso- 
ciation shall be established or moved from one 
location to another without first obtaining the con- 
sent and approval of the Comptroller of the Cur. 
rency 

CE) The term ‘branch’ as used in this section 
shall be held to include any branch bank, branch 
office, branch agency, additional office, or any 
branch place of business located in any state or 
territory of the United States or in the District of 
Columbia at which deposits are received, or checks 
paid, or money lent. 

“(g) This section shall not be construed to 
amend or repeal section 25 of the Federal Reserve 
act, as amended, authorizing the establishment by 
national banking associations of branches in for- 
eign countries, or dependencies, or insular posses- 
sions of the United States. 

“(h) The words ‘state bank,’ ‘state ‘banks,’ 
‘bank,’ or ‘banks’ as used in this section shall be 
held to include trust companies, savings banks, or 
other such corporations or institutions carrying on 
the banking business under the authority of state 
laws.” 

Sec. 8. That section 5190 of the Revised Stat- 
utes of the United States be amended to read as 
follows: 

“Sec. 5190. The general business of each_na- 
tional banking association shall be transacted in 
the place specified in its organization certificate 
and in the branch or branches, if any, established 
or maintained hy it in accordance with the pro- 
visions of section 5155 of the Revised Statutes, 
as amended by this act.” 


Must Give Up Branches 


Sec. 9. That the first paragraph of section 9 of 
the Federal Reserve act be amended so as to read 
as follows: 

“Sec. 9. Any bank incorporated by special law 
of any state, or organized under the general laws 
of any state or of the United States, desiring to 
become a member of the Federal reserve system, 
may make application to the Federal Reserve Board, 
under such rules and regulations as it may pre- 
scribe. for the right to subscribe to the stock of 
the Federal reserve bank organized within the 
district in which the applying bank is located. 
Such application shall be for the same amount of 
stock that the applying bank would be required 
to subscribe to as a national bank. The Federal 
Reserve Board, subject to the provisions of this 
act and to such conditions as it may prescribe pur- 
suant thereto mav permit the applying bank to 
become a stockholder of such Federal reserve bank. 


upon which a_na- 
retain or establish 
follow- 
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“Any such state bank which, at the date of the 
approval of this act, has established and is _oper- 
ating a branch or branches in conformity with ‘the 
state law, may retain and operate the same while 
remaining or upon kecoming a stockholder of such 
Federal reserve bank; but no such state bank may 
retain or acquire stock in a Federal reserve bank 
except upon relinquishment of any branch or 
branches established after the date of the approval 
of this act beyond the limits of the city, town or 
village in which the parent bank is situated.” 


Revised Section 5200 


Sec. 10. That section 5200 of the Revised Stat- 
utes of the United States, as amended, be amended 
to read as follows: 

“Sec. 5200. The total obligations to any national 
banking association of any person, copartnership, 
association, or corporation shall at no time exceed 
10 per centum of the amount of the capital stock 
of such association actually paid in and unim- 
paired and 10 per centum of its unimpaired sur- 
plus fund. The term ‘obligations’ shall mean the 
direct liability of the maker or acceptor of paper 
discounted with or sold to such association and the 
liability of the indorser, drawer, or guarantor who 
obtains a loan from or discounts paper with or sells 
paper under his guaranty to such association and 
shall include in the case of obligations of a copart- 
nership or association the obligations of the several 
members thereof. Such limitation of 10 per cen- 
tum shall be subject to the following exceptions: 

(1) Obligations in the form of drafts or bills 
of exchange drawn in good faith against actually 
existing values shall not be subject under this sec- 
tion to any limitation based upon such capital and 
surplus. 

“(2) Obligations arising out of the discount of 
commercial or business. paper actually owned by 
the person, copartnership, association, or corpora- 
tion negotiating the same shall not be subject 
under this section to any limitation based upon 
such capital and surplus. 

“(3) Obligations drawn in good faith against 
actually existing values and secured by goods or 
commodities in process of shipment shall not be 
subject under this section to any limitation based 
upon such capital and surplus. 

““(4) Obligations as indorser or guarantor of 
notes, other than commercial or business paper 
excepted under (2) hereof, having a maturity of 
not more than six months, and owned by the per- 
son, corporation, association, or copartnership in- 
dorsing and negotiating the same, shall be subject 
under this section to a limitation of 15 per centum 
of such capital and surplus in addition to such 10 
per centum of such capital and surplus. 

“(5) Obligations in the form of bankers’ accept- 
ances of other banks of the kind described in sec- 
tion 13 of the Federal Reserve act shall not be 
subject under this section to any limitation based 
upon such capital and surplus. 

“(6) Obligations of any person, copartnership, 
association or corporation, in the form of notes 
or drafts secured by shipping documents, ware- 
house receipts or other such documents transfer- 
ring or securing title covering readily marketable 
nonperishable staples when such property is fully 
covered by insurance, if it is customary to insure 
such staples, shall be subject under this section to 
a limitation of 15 per centum of such capital and 
surplus in addition to such 10 per centum of such 
capital and surplus when the market value of such 
staples securing such obligation is not at any time 
less than 115 per centum of the face amount of 
such obligation, and to an additional increase of 
limitation of 5 per centum of such capital and 
surplus in addition to such 25 per centum of such 
capital and surplus when the market value of such 
staples securing such additional obligation is not 
at any time less than 120 per centum of the face 
amount of such additional obligation, and to a fur- 
ther additional increase of limitation of 5 per cen- 
tum of such capital and surplus in addition to such 
30 per centum of such capital and surplus when 
the market value of such staples securing such 
additional obligation is not at any time less than 
125 per centum of the face amount of such addi- 
tional obligation, and to a further additional in- 
crease of limitation of 5 per centum of such cap- 
ital and surplus in addition to such 35 per centum 
of such capital and surplus when the market value 
of such staples securing such additional obligation 
is not at any time less than 130 per centum of 
the face amount of such additional obligation, and 
to a further additional increase of limitation of 5 
per centum of such capital and surplus in addi- 
tion to such 40 per centum of such capital and 
surplus when the market value of such staples 
securing such additional obligation is not at anv 
time less than 135 per centum of the face amount 
of such additional obligation, and to a further ad- 
ditional increase of limitation of 5 per centum of 
such capital and surplus in addition to such 45 per 
centum of such capital and surplus when the mar- 
ket value of such staples securing such additional 
obligation is not at any time less than 140 per 
centum of the face amount of such additional obli- 
gation, but this exception shall not apply to obli- 
gations of any one person, copartnership, associa- 
tion or corporation arising from the same trans- 
actions and/or secured upon the identical staples 
for more than ten months. 

“(7) Obligations of any person, copartnershin, 
association, or corporation in the form of notes or 
drafts secured by shipping documents or instru- 


ments transferring or securing title covering live- 
stock or giving a lien on livestock when the market 
value of the livestock securing the obligation is not 
at any time less than 115 per centum of the tice 
amount of the notes covered by such documents 
shall be subject under this section to a limitation 
of 15 per centum of such capital and surplus = 
addition to such 10 per centum of such capital and 
surplus. 

“(8) Obligations of any person, copartnership, 
association, or corporation in the form of notes 
secured by not less than a like amount of bonds 
or notes of the United States issued since April 
24, 1917, or certificates of indebtedness of the 
United States, shall (except to the extent permitted 
by rules and regulations prescribed by the Comp. 
troller of the Currency, with the approval of the 
Secretary of the Treasury) be subject under this 
section to a limitation of 15 per centum of such 
capital and surplus in addition to ,such 10 per 
centum of such capital and surplus.” 


Excepting Farm Loan Bonds 


Sec. 11. That section 5202 of the Revised 
Statutes of the United States as amended be 
amended by adding at the end thereof a new par- 
agraph to read as follows: 

“Eighth. Liabilities incurred under the _ provi- 
sions of section 202 of Title II of the Federal 
Farm Loan act, approved July 17, 1916, as, amended 
by the Agricultural Credits act of 1923.” 


Penalty for Illegal Certification 


Sec. 12. That section 5208 of the Revised 
Statutes of the United States as amended he 
amended by striking out the words “or who shall 
certify a check before the amount thereof shall 
have been regularly entered to the credit of the 
drawer upon the books of the bank,” and in lieu 
thereof inserting the following: “or who shall 
certify a check before the amount thereof shall 
have been regularly deposited in the bank by the 
drawer thereof,” so that the section as amended 
shall read as follows: 

“Sec. 5208. It shall be unlawful for any officer, 
director, agent, or employee of any Federal reserve 
bank, or any member bank as defined in the act of 
December 23, 1913, known as the Federal Reserve 
act, to certify any check drawn upon such Fed- 
eral reserve bank or member bank unless the per- 
son, firm or corporation drawing the check has on 
deposit with such Federal reserve bank or member 
bank, at the time such check is certified, an amount 
of money not less than the amount ‘specified in 
such check. Any check so certified by a duly au- 
thorized officer, director, agent, or employee shall 
be a good and valid obligation against such Fed- 
eral reserve bank or member bank; but the act of 
any officer, director, agent, or employee of any such 
Federal reserve bank or member bank in violation 
of this section shall, in the discretion of the Fed- 
eral Reserve Board, subject such Federal reserve 
bank to the penalties imposed by section 11, sub- 
section (h) of the Federal Reserve act, and shall 
subject such member bank, if a national bank, to the 
liabilities and proceedings on the part of the Comp- 
troller of the Currency provided for in section 5234, 
Revised Statutes, and shall, in the discretion of the 
Federal Reserve Board, subject any other member 
bank to the penalties imposed by section 9 of said 
Federal Reserve act for the violation of any of 
the provisions of said act. Any officer, director, 
agent, or employee of any Federal reserve hank or 
member bank who shall willfully violate the pro- 
visions of this section, or who shall resort to any 
device, or receive any fictitious obligation, directly 
or collaterally, in order to evade the provisions 
thereof, or who shall certify a check before the 
amount thereof shall have been regularly deposited 
in the bank by the drawer thereof, shall be deemed 
guilty of a misdemeanor and shall, on conviction 
thereof in any district court of the United States, 
be fined not more than $5,000, or shall be im- 
prisoned for not more than five years, or both, in 
the discretion of the court.” 


Verifying Statements of Condition 


Sec. 13. That section 5211 of the Revised 
Statutes of the United States as amended be 
amended to read as follows: 

“Sec. 5211. Everv association shall make to the 
Comptroller of the Currency not less than three re- 
ports during each year, according to the form which 
may be prescribed by him, verified by the oath or 
affirmation of the president, or of the cashier, or 
of a vice-president, or of an assistant cashier of 
the association designated by its board of directors 
to verify such reports in the absence of the presi- 
dent and cashier, taken before a notary public 
properly authorized and commissioned by the state 
in which such notary resides and the association 
is located, or any other officer having an official 
seal, authorized in such state to administer oaths, 
and attested by the signature of at least three of 
the directors. Each such report shall exhibit, in de- 
tail and under appropriate heads, the resources and 
liabilities of the association at the close of business 
on any past day by him specified, and shall be 
transmitted to the comptroller within five days after 
the receipt of a request or requisition therefor from 
him; and the statement of resources and liabilities, 
together with acknowledgment and attestation in the 


(Continued on page 611) 


February, 1927 AMERICAN BANKERS ASSOCIATION JOURNAL 


F-A-S-T-E-R 


than the fastest 


The Dalton Adding Machine Sales Company, Cincinnati, Ohio, U. S. A. 


Agents for Canada: The United Typewriter Co., Toronto and-Branches. 


on the operation of 


the Dalton bank posting 
machine is geared to 140 strokes 
per minute—40 more than the 
average bank machine—you can 
turn out more work with it than 
with any other posting machine 
on the market! The 10-key key- 
board is scientifically arranged so 
that fingers find the correct keys 
instinctively. And no matter 
how fast you operate it, this 
Dalton always has speed in re- 
serve. 


Yet it is so easy to operate. No 
turning the head from machine to 


work and back again. You oper- 


fingers 


ate the Dalton by ‘touch meth- 
od’”’—eyes on work, fingers on 
keys. Spend a whole day at the 
machine—you’re still fresh, ready 
for more work. No fatigue, no 
“figure fuzz.” 


Drop in at the office of the 
nearby Dalton Sales Agent and 
operate the Dalton bank posting 
machine—see for yourself how 
remarkably simple and speedy it 
is. Learn, too, about all the other 
exclusive posting advantages 
which this model offers. Or 
phone the Dalton Sales Agent— 
he will arrange a demonstration at 
your convenience. 


Dalion- 


ADDING - CALCULATING . BOOKKEEPING . STATEMENT 
AND ‘‘CASH REGISTER’? MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 


Sales Agencies in all the Principal Cities of the World. 


\ 
\ \ 


A Cure for Country Bank Failures 


By J. VAN HOUTEN 


President, First National Bank in Raton, Raton, N. M. 


Deeper Study of Underlying Causes of Bank Failures Should 


Make Recurrences Less Frequent. 


Country Bank Problems 


More Involved and Difficult Than Those of Large Institutions. 
Observing Ten Safety Points Would Make Banking Much Safer. 


ANKING circles at present seem 
so much occupied with the question 
of branch banking legislation and 
appear at all times so eager and 
ready to combat any suggestion of legisla- 
tion affording guaranty of bank deposits by 
Federal or state government, that one some- 
times wonders whether or not too much 
time and effort are consumed in matters that 
appear unimportant as compared with the 
welfare of the basis and foundation of the 
whole banking structure—the country bank 
with $10,000 to $100,000 capital, operating 
in the farming, mining, stock raising or in- 
dustrial communities of the United States. 
The failure of many hundreds of these 
during the last few years in annually in- 
creasing numbers in all parts of the country, 
but principally in the farming and stock 
raising centers, has not called forth any 
great amount of constructive comment or 
corrective suggestion either from the larger 
banks or from state or Federal banking 
authorities. 


Need for Deeper Study 


HERE bank failures have occurred in 

the smaller communities, censure has 
been severe. Local critics have blamed in- 
competent management, while more or less 
indifferent outsiders have taken it as a mat- 
ter of course that banks will fail as long as 
imperfect human nature is the guiding hand. 
These offhand criticisms are readily re- 
peated by managers of larger institutions, 
generally operating under much easier con- 
ditions, and by Federal and state banking 
departments. All are anxious to shift the 
blame, either unable or unwilling to go be- 
yond the stereotyped answer of human 
error and local mismanagement, and do not 
attempt a deeper study of underlying or 
contributary causes from which study a 
plan might be evolved that would make re- 
currences of these failures less frequent. 

After all, the real banking experience is 
had in the country bank. Its problems are 
more involved and more difficult, even 
though only on a modest scale, than most 
problems faced by the larger institutions, 
and a thought for their solution seems well 
worth while. 

There have been, and probably still are, 
too many small banks with insufficient re- 
sources. There have been too few bank 
examiners and these are often overworked, 
generally underpaid, occasionally lacking in 
knowledge or experience, and, in some in- 
stances, subject to personal or political in- 
fluence. There has been a lack of drastic 
law enforcement. There has been a policy 
of “Locking the door after the horse was 


stolen,” when earlier action might have pre- 
vented many subsequent disasters. 

In late years there have been established 
various semi-governmental agencies en- 
gaged in the lending of money on real estate 
and chattels; and, even though indirectly 
competing with local banks, they have un- 
doubtedly done much good in relieving 
financial stress at a time of great need. As 
usual, with new organizations, mistakes have 
been made; at first in over-appraisal of 
collateral, and later in under-appraisal, es- 
pecially of real estate, thereby creating un- 
settled values. When interest or principal 
of loans becomes delinquent, these organiza- 
tions have no choice but to foreclose on their 
mortgages, and the local banker is asked to 
come to the rescue and advance money on a 
doubtful equity. There should be some 
plan whereby these organizations could pro- 
vide protection to the mortgagor during an 
occasional lean year without foreclosure, 
and enable them to that extent to relieve 
local banks from the necessity of providing 
for payment of the interest at such a time. 

Another element entered into the situation 
when government authority appealed to 
patriotism and urged a larger production of 
food stuffs and material to “win the war,” 
which, in local communities, caused a strain- 
ing of credit beyond the lines of safety. 
Much security taken at that time has since 
developed into the slow, bad and frozen 
assets of which so much has been heard in 
late years. 

The scientific financing of the purchase 
of automobiles, radios, washing machines 
and other “impedimenta” more or less neces- 
sary in modern life, by the larger financial 
institutions had not yet been inaugurated. 
Local banks were the pioneers in financing 
the part payment plan. Apparently, deferred 
payments on used automobiles or other com- 
mercial articles are considered better col- 
lateral “en masse” in the larger financial 
centers than they proved to be originally on 
a more modest scale. 

Then, after the war, came deflation of 
values affecting especially severely the rural 
districts. Years of patient labor will be 
necessary before an orderly liquidation can 
be made. 


Starting the New Bank 


At of the above is history. Before sug- 
gesting a remedy, I want to cite a 
homily, the like of which has probably oc- 
curred in the experience of many, and which 
should be recited here in order to have the 
reader fully realize the necessity of the 
remedy which is to follow: I mean, prior 
to the war, the starting of a bank in a small 
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town, a town which probably had ample 
banking facilities, but selected by the hank 
promoter as a good field of operation. The 
fluent talker holding out as an inducement 
for the starting of the new bank the amount 
of money made by the existing institution 
and its refusal to make promiscuous loans, 
soon gathered the dissatisfied elements of 
the community, stock was quickly subscribed 
for and either paid for in cash or more fre- 
quently by implied hypothecation. A charter 
was granted by a complaisant authority 
without careful investigation of the financial 
responsibility of stockholders or the bank- 
ing qualifications of proposed directors. The 
village rich man was made president; his 
protege, the cashier. The latter soon de- 
veloped into the one man of a one-man bank. 
This result naturally followed when attend- 
ance at bank meetings and general supervi- 
sion of the bank’s affairs became irksome to 
the directors. 

What followed? Fair and foul means 
were employed in getting personal business 
and political deposits, eventually to be paid 
for by improper credit facilities. Bank 
examiners soon commenced to criticize 
excess or other unlawful loans, bad or slow 
paper, doing their best to explain to the 
directors the bank’s approaching insolvency. 
But the directors were lulled into security 
by the statement of “the one man” that bank 
examiners were required to make these un- 
favorable reports, which were not worthy 
of serious consideration. 

The next steps were withdrawal of de- 
posits, insolvency, receivership and _ ex- 
pensive forced liquidation; assessments on 
stockholders, and the whole pitiful tale of 
sorrow and disaster to hundreds of families. 

Then, the closing chapter; a_ technically 
guilty but morally innocent man sent to 
prison to satisfy a revengeful public. 

Where should the guilt be placed? On 
the frail human being, ambitious but ig- 
norant, or on the authority that provided 
the charter and failed to investigate care- 
fully the qualifications, financial and other- 
wise, of directors and stockholders, required 
by law? Did not the community have a 
right to assume that by the granting of a 
charter the Federal or state authority had 
assumed at least a moral guaranty of the 
bank’s resources and careful management? 
Might not the bank be solvent today if in- 
vestigation of the proposed institution had 
been less perfunctory? 

I want to repeat that this is all history 
and I simply again emphasize it here so that 
we may realize more thoroughly the neces- 

(Continued on page 601) 
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Lambasting the Grub-Stakers 


By LEWIS ALEXANDER 


How the Hard-Hitting Letters of an Alabama Country Banker 
Made the All-Cotton Farmer Realize It Did Not Pay. No Loans 
for Farmers Who Seek to Borrow to Buy Feedstuff. Records 
Show the Cotton Planter Seldom Has Any Money in the Bank. 


HERE was a lot of eye-rubbing 
among the farmers of Blount 
County, in Alabama, one day last 
March. It was just about the time 
that the spring planting of cotton was get- 
ting under way. Each farmer, as he ex- 
amined a letter that had been sent to him by 
the president of the largest bank in the 
county, wondered if what he read could be 
true. It is a bit unusual for a bank to offer 
to give away something for nothing, but 
here it seemed there was just such an offer. 

A glance at the letter revealed that the 
bank proposed to give away twenty acres 
of land, a pair of mules, a cow and a young 
calf, a pure bred pig and a pure bred rooster. 
The land would be given to the first farmer 
in Blount County who could furnish proof 
that he had raised all cotton for the past 
six years and could show his cotton had in- 
creased his savings account in the bank each 
year, after paying his debts. The pair of 
mules would be turned over to the farmer 
who had raised all cotton for the same 
period and had kept an active checking ac- 
court each day, after paying his debts. The 
cow and calf would become the property of 
the cotton raiser who had managed to pay 
cash for his next year’s fertilizer, after pay- 
ing his debts. The pig would be given to 
the all-cotton planter who could prove that 
his cotton had paid himself out of debt each 
year, while the rooster would strut in the 
barnyard of the first farmer who had raised 
all cotton and had paid cash to his doctor 
for each visit. 

It was by such a novel method that the 
head of this bank drove home the idea to 
the farmers of Blount County that they 
could not possibly win by raising all cotton. 
For here was an offer in black and white 
from the First National Bank of Oneonta, 
proposing to give away a small farm to the 
first man who could prove that it paid to 
put his entire dependence on raising a single 
crop. 

As a stinger at the end of the letter, the 
bank observed: “There are hundreds of 
farmers in Blount County who raise their 
living at home, and the balance of their 
crop in cotton, who do all the above.” 


The Grub-Staker 


iu the offer was a surprise, the signature 


at the bottom of the letter was not— 
for it was signed by J. S. Wittmeier. He 
had already become rather widely known in 
the state as the arch enemy of the “grub- 
stake” policy of some bankers. Indeed, Mr. 
Wittmeier had become so fully convinced 
that the poor financial condition of the aver- 
age cotton planter was due to his failure 
to raise his own living at home that early 


in 1924 he persuaded the other two banks 
in Oneonta, which is the county seat, to join 
with him in an advertisement which in- 
formed the farmers in Blount County that 
it would be the policy of all the banks after 
that year to refuse to loan money to farm- 
ers to buy feed “because we have learned 
that farmers who never buy feedstuff are 
out of debt and have money in the banks.” 

This warning was followed by a letter 
addressed to the presidents of all the banks 
in Alabama. After a hearty salutation of 
“Good morning,” Mr. Wittmeier inquired: 


“Are you a grub-staker? 

“Tf you are, either directly or indirectly, you 
are responsible for the financial condition of the 
cotton farmer. 

“Tf you loan money to the farmer to buy grub 
for his horses, mules, cows, hogs and chickens, to 
make a cotton crop, then you are a grub-staker 
and directly responsible. 

“Tf you rediscount this grub-staker paper, you 
are responsible. If you are a grub-staker bank, 
you are responsible for the lack of prosperity in 
the agricultural sections of the South. 

you do not do these things, I would like 
to have your picture to frame and have the in- 
scription written ready to go on it. 

“If you are guilty, I would like to have your 
coopération to tell the cotton farmer that the 
year of our Lord 1924 will be the last year he 
will be able to get credit to buy feedstuff. 

“Tf you have nerve enough to do this and 
backbone enough to stick to it, the South will 
no longer be the beggar section of the country 
and the farmer will no longer be the goat for 
the stock exchange.” 


At the close of the letter the writer con- 
cluded: “If you have any criticism to make, 
give it straight from the shoulder.” And, 
of course, the letter did bring criticism— 
but it tended to spread the gospel he was 
seeking to preach—‘‘It’s Paying Business for 
the Banker to Put the Farmer on a Live- 
at-Home Basis.” 

While it was somewhat of a departure 
from years-old custom for a country banker 
in the South to serve notice of his inten- 
tion to deny loans to the one-cropper, the 
results would appear to justify the policy. 


“At first some of our farmers complained about 
the policy of the banks and said we were trying 
to oppress them,” Mr. Wittmeier said, in speaking 
of the policy of refusing to make loans to enable 
farmers to buy feed. “But during the fall of 
1925 and again this last fall, so many farmers 
came in and thanked us for having taken this 
stand that we know we are on the right track. 
We do not think there will ever be hard times 
in this county again unless there is a crop failure 
due to bad season or insects. This county now 
ranks third in Alabama in the production of 
chickens and eggs, with more than enough corn, 
hay, potatoes, syrup, canned fruit and vegetables 
to make another crop. 

“From the standpoint of the bank. when we 
started this campaign, the resources of this bank 
were $187,000 with bills payable. On Dec. 31, 
1926, we had resources of more than $587,000, 
with loans and discounts of only $138,000 and no 
bills payable.” 


What the Doctor Found 


T was not as a banker—but as a doctor— 
that Mr. Wittmeier learned how much 
better off the farmer was who raised his 
own living on his farm than the one who 
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placed his whole reliance on the cotton crop. 


‘‘When I left my native state of Kentucky,” Mr, 
Wittmeier recounts, “I had my medical diploma 
and a case of tuberculosis in addition. I began 
the active practice of my profession in the moun- 
tains of Blount County. In’ order to be in the 
open as much as possible, I made my trips on 
horseback for several years. Part of the time 
it was a mule that carried me instead of a horse 
over the rough roads and mountain trails. It did 
not take me or my horse long to find where we 
could always get a good meal of home-raised food 
and feed. Before the end of the first harvest, it 
was very evident that the farmers, who always 
raised their living at home, always paid _ their 
doctor bills promptly and the all-cotton farmer 
did not—as he never got out of debt with the 
supply merchant. 

“Being located nine miles from the nearest 
railroad, I became interested in a general mer- 
chandise store, and by the end of the first col- 
lecting season, found that our customers, who 
traded on a credit, could always pay their store 
account, if they raised their living at home. And 
every loss sustained during the ten years of my 
connection with that store was on farmers who 
raised large cotton crops at the expense of food 
and feed. 


“Just after the World War, when the sobering 
effect of deflation came and the shake-down was 
completed in 1921, I found myself in this bank. 
Our records and my experience since then have 
convinced me that an all-cotton farmer is a_ bad 
risk, and he never has a single dollar when next 
planting time comes. We have over $250,000 in 
savings—80 per cent of which belongs to our farm- 
ers, but not a single, solitary dollar belongs to an 
all-cotton farmer. We have inquired of many banks 
in the cotton belt and find the same conditions ex- 
ist with them.” 


Softening the Criticism 


O enforce the view that it is foolhardy 
economics for any farmer to depend 
wholly on cotton for his livelihood, the bank 
requires practically every farmer, in making 
his application for loans, to sign a pledge 
that he will plant only such an amount of 
cotton as will make a balanced farming 
program, and never more than six to eight 
acres to the mule. As was to have been 
expected, the bank was criticized by some 
of the farmers for insisting on the signing 
of pledges before it would lend funds. 
So here is the letter that Mr. Wittmeier 
sent out last September to the customers: 


“We want to tell you a little story told us by 
a man who had lived all his life in Blount County, 
until he recently moved to a_ small town in 
Georgia, which had two banks. One of them be- 
longed to the chain of banks that closed their 
doors, and the other one was an_ independent 
bank. 

“A Yankee from the North moved down there 
and went into one of the banks and_ introduced 
himself, asking for a loan of $1,000. The banker 
asked him what security he had to offer, and the 
man told him he never gave security—when he 
borrowed money he got it on his good name. After 
asking him a few more questions, the banker 
agreed to let him have the money. 

“He left stating that he would be back and 
went to the other bank, introducing himself and 
asking for a loan of $1,000. When asked what 
security he had to offer, he stated that when he 
borrowed money he got it on his good name. After 
asking him a few more questions, the banker agreed 
to let him have the money on his good name. 

“The man then went just over the state line 
to a small town in Alabama where there was a 
bank, and introduced himself to the banker, re- 
questing a loan of $1,000. asked what 
kind of security he could offer, he stated that 
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A Plan to Reduce Bank Failures 


By FRED I. KENT 


Chairman, Commerce and Marine Commission, American Bankers Association 


Organization by Strong Country Banks of an Association Ap- 
plying Well Established Mutually Protective Principles Would 
Enable People to Differentiate Between Sound and Weak 


Banks. 


ANKING in certain agricultural 

districts in the United States has 

for the last several years been sur- 

rounded with serious difficulties. 
The principal of these are as follows: 

1. Strain necessary to meet temporary un- 
fortunate conditions in agriculture. 

2. Necessary tie-up of. funds in frozen 
assets to meet such conditions. 

3. Unnecessary tie-up of funds in frozen 
assets because of bad banking. 

4. Existence of banking organizations 
without sufficient capital in proportion to 
their deposits. 

5. Establishment of banks in places where 
there is not sufficient business for them 
either because of too small populations or 
because sufficient banks to take care of such 
business as exists are already in operation. 

6. Lack of confidence engendered because 
of the failures of weak banks, which were 
not able to stand the strain of the agricul- 
tural development which has too often been 
followed by the withdrawal of funds from 
good banks. 

7. The withdrawal from the service of 
the community of deposits taken from both 
good and bad banks because of lack of con- 
fidence, that were either hoarded or utilized 
apart from the community that has greatly 
reduced local credit at a time when further 
credit was required. 

8. Successful demagogic activities on the 
part of individuals of the agitator type. 

9. Unfortunate banking laws, including 
those for guarantee of deposits. 


Effect on Agricultural Regions 


N an agricultural district it is inevitable 
that weather conditions and markets will 
make some years profitable and others un- 


profitable. While the same is true in con- 
nection with industrial districts, yet to those 
engaged in agriculture the changes back 
and forth, from good to bad years, are apt 
to be greater in number over definite periods. 

During a bad agricultural year, either be- 
cause of crop failures or over-production, 
merchants and farmers in the agricultural 
districts depend upon their savings and 
their credit with their local banks to carry 
them through. 

Local banks recognize the necessity of 
operating for the protection of their mer- 
chants and farmers during the difficult 
years, and they have the support in such 
activities of the Federal Reserve banks and 
of their metropolitan correspondents. 

Banking failures, however, whether they 
arise from loss of confidence on the part of 
the people, from bad banking or the organ- 
ization of too many banking institutions in 


a given district, all serve to weaken the 
ability of the community to carry on during 
difficult agricultural years. Savings are tied 
up through such failures; credit is de- 
stroyed, banking capital is withdrawn and 
hidden that is required to support the com- 
munity. 


Prevention of Failures 


ANKERS in the United States are 

averse to the consideration of branch 
banking in country districts, and it would 
therefore seem necessary to devise some 
plan that will enable so-called country banks, 
as distinguished from banks within the 
large cities, to obtain the greatest force 
inherent in a united front. 

This is accomplished in cities partly by 
means of the examiner system in their clear- 
ing houses. The country banker, however, 
has never had any method under which he 
could unite with his neighbor banker for the 
benefit of all, including the life of the com- 
munity itself. If he could develop some 
proper organization he could protect all 
concerned from many abuses that otherwise 
are inevitable and which. would, among 
other purposes, serve to: . 

(1) Uncover any weakness developing in 
a member bank in time to prevent disaster 
in a large majority of cases; (2) require 
a proper capitalization based on deposits; 
(3) place a community in position to differ- 
entiate between safe and unsafe or doubtful 
banking institutions by taking into mem- 
bership only those which are sound. (In 
forming group organizations, this would not 
eliminate good banks which have been forced 
into a difficult situation in so far as liquidity 
is concerned because of surrounding condi- 
tions beyond their control, but would pro- 
vide a means to save them). (4) Prevent 
the organization of new banks in towns or 
communities where they would jeopardize 
the interests, not only of existing banks, but 
of ‘merchants and farmers and all others 
depending upon banking facilities for their 
welfare; and (5) prevent certain kinds of 
cut-throat competition that have a tendency 
to jeopardize the banks at the expense of 
the community. 


What City Banks Learned 


HERE was a time when the city banker 

was as jealous of his competitor and as 
anxious to keep aloof from any cooperation 
with him as may naturally be the case to- 
day with some country bankers. As the city 
bankers have worked together closer and 
closer through their clearing houses, they 
have found that all their fears have proved 
to be groundless and that their business has 
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How to Set Up a “Bankers Assurance Association.” 


actually been benefited through extended co-- 
operation for the protection of all. 

In many of the small towns of the coun- 
try where there are three or four or half 
a dozen banks, realization of the desirabil- 
ity of standing together in many ways has 
developed very rapidly during the last few 
years. All of the supposed reasons against 
undertaking cooperation have vanished ab- 
solutely as progress in it has been made. 

When bank examinations by clearing 
house committees were first suggested, some 
bankers could not bring themselves to be- 
lieve that it was justified or that it would 
be good business, but it is doubtful if any 
real banker who has had experience in such 
examinations now questions their desirability. 

Again there has been occasional criticism 
of clearing house associations for refusing 
to take in some bank which has applied for 
membership because its methods were not 
orderly and did not follow those that were 
recognized by bankers as being sound, but 
almost without exception such instances 
have in the long run proved to be valuable. 


Question of New Banks 


N this connection the thought might arise 

that if a group organization of country 
banks passed upon the acceptance of a new 
bank that wished to organize in any com- 
munity, that existing banks in such commu- 
nity might act together to prevent the new 
competition. 

Actually, however, where groups covered 
membership in surrounding towns, bankers 
in the place where the new bank wished 
to enter the field would be obliged to pre- 
sent sound arguments, showing that the 
community and not only they themselves 
would be benefited by keeping out the new 
bank before they could be expected to pre- 
vail. 

There might be occasional instances where 
injustice was done for a time, as seems to 
happen with any form of human organiza- 
tion, but even then, if the bank which de- 
sired to enter the field was backed by proper 
men from the standpoint of the interest of 
the community, and there was really a place 
for such a bank, it is doubtful if it could 
be prevented from organizing and assum- 
ing membership in the association for any 
length of time. 

On the other hand, it certainly would be 
possible to prevent the organization of fly- 
by-night banks unless they stood outside of 
the association, which would be a warning 
to all those who dealt with them. 

It should be borne in mind that if the 
formation of these associations is under- 
taken, that great care should be used not 
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Make Each Window Give More Light 


—without Glare 


You Can Gain More Daylight, 
Secure Better Distribution of 
Daylight, and Eliminate Glaring 
Sunlight through this Modern 
Window Equipment 


Byte the light that comes in through 
the window, control it effectively, and you 
increase the illumination value of each window 
more than fifty per cent. 


By controlling daylight with Western Venetian 
Blinds you increase not only the illumination 
value of each window but also the quality of the 
light admitted to your office, because this modern 
window equipment controls daylight by reflect- 
ing and diffusing light rays. Thus, glare is elim- 
inated and maximum distribution of subdued 


restful daylight is provided. 


More than four thousand banks, including 
Federal Reserve banks in fourteen cities, five hun- 
dred office buildings, and thousands of leading 
corporations now use “Western Venetian Blinds 
because the service is unequalled, the economy 
unmatched. Note the coupon below. 


How a Ray of Light 
Travels via Western 
Venetian Blinds 
Each ray of bright sun- 
light is reflected and dif- 
fused into soft, restful 
daylight, thus eliminat- 
ing blinding glare. 


How an cAir Current 
Travels via Western 
Venetian Blinds 


Air currents are diverted 


Equip a window with a “Western Venetian Blind and you 
transform a mere opening in the wall into a unit of illumination. 
The total window area is utilized to admit daylight, yet light 
rays are so reflected and diffused that glare is eliminated and the 
abundance of daylight, softened and subdued, is widely distributed. 


Western Venetian Plinds 


MORE LIGHT~MORE AIR~LESS GLARE 
WESTERN VENETIAN BLIND COMPANY 
Factory and General Office: Los Angeles, California 


upward by the adjustable 
slats, thus providing a 
free circulation of fresh 
air, yet eliminating draft. 
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to allow the names of the members of the 
association to be given out in any group 
until they are all finally determined upon, as 
otherwise the public might get a wrong idea 
of the standing of some banks in the district. 


The Plan Proposed 


IRST, it should be emphasized that the 

plan is not intended to encroach on any 
existing banking organization or association, 
but is designed to apply well-established, 
mutually protective principles which have 
been worked out by city clearing house asso- 
ciations and examiner systems. 

In a general way the plan is nothing 
more nor less than that of developing 
groups of bankers and bringing them within 
a sound and effective association within each 
state. The groupings might be those of 
the group bankers associations as they have 
developed in certain states, or they might 
cover blocks of counties or certain geo- 
graphical divisions that do not strictly fol- 
low county lines. 

Determination of the best banks to have 
within each group would soon become appar- 
ent to any committee that might get together 
or be appointed for the purpose of studying 
the situation. 

The question of the convenient means of 
communication between all of those within 
a group would have some bearing, although 
not as much today as it would have done 
before the automobile came into use. 

As one of the primary purposes of each 
organization would be to give banking 
clients a means of helping them differen- 
tiate between sound and weak banks, a name 
should be given to these associations that 
would seem to carry such ideas and that 
would clearly show that it had to do with 
bankers. The name suggested is “Bankers 
Assurance Association.” 


Objects of Association 


HE objects of the association should be 

to encourage the development and main- 
tenance of sound banking for the purpose 
of furthering the. interests of the commu- 
nity by increasing the confidence of the 
public in their banking institutions through 
cooperation for the greater safety of all. 

Every bank or banker within each group 
limits determined upon should be eligible for 
membership provided he can meet the re- 
quirements of the organization. 

New members should be admitted to the 
association at any meeting thereof on the 
recommendation of the executive committee 
by a majority vote to be taken by ballot. 

Capital requirements will of necessity 
have to be determined by each organiza- 
tion that is formed, based upon the condi- 
tions within each district and the problems 
that have to be met. 

New members should be required to as- 
sent to the constitution and should be 
obliged to pay such admission fees as are 
determined upon which might preferably be 
based upon the invested capital or capital and 
surplus of member banks on a basis that 
would give a return from each district com- 
mensurate with required expenses. When- 
ever the capital of a member was increased, 
dues should be increased accordingly. 

Any member should be able to withdraw 
from the association after notifying its ex- 
ecutive committee of its intention and pay- 


ing his due proportion of any expenses that 
might have been incurred. 

It should be possible to expel any mem- 
ber upon recommendation of the executive 
committee at a general meeting of the mem- 
bers provided the majority of those present 
voted in favor thereof. 


The Power to Examine 


HE executive committee should have 

power to request an examination by the 
regular Federal Reserve examiner of the 
district of any member, which is also a 
member of the Tederal Reserve System, or 
by the state bank examiner of the district 
where banks are subject to such jurisdic- 
tion, and in cases of emergency should have 
the right to employ special examiners of its 
own choosing. 

The expense of carrying on examina- 
tions requiring a special force for the 
purpose, as it does, is of considerable mo- 
ment. It is very likely that in connection 
with most groups that might be formed, 
it will be found entirely feasible to afford 
members the protection desired through co- 
operation with the Federal and state exam- 
iners if authority to meet an emergency is 
clearly extended the executive committee. 

Members should be obliged to file their 
statements with the executive committee at 
the close of business once a week or fort- 
night, or once a month or such period of 
time as may be found effective and prac- 
tical. These statements should be entered 
in comparison form in such manner that 
the tendency of the bank in connection with 
its power to meet its indebtedness should be 
in evidence. 

It might be desirable for the associations 
to employ an expert accountant to check 
these statements and report to the executive 
committee concerning any statements where 
danger seemed to be developing. The ex- 
ecutive committee being made up, as it in- 
evitably would be, of those men within the 
group in whom the majority of bankers had 
confidence, and as such men would have 
personal knowledge of the conditions within 
the district and the values represented by 
banking assets natural to the district, a fair 
and intelligent judgment and treatment could 
be expected. Further, such a system would 
be of tremendous service to any banker 
when conditions beyond his control were be- 
ginning to jeopardize his liquid position, and 
honorable and able bankers would obtain the 
maximum protection possible in case of sur- 
rounding bank failures. 


Other Important Provisions 
EMBERS should be obliged to main- 


tain reserves required by the Federal 
Reserve Act or the laws of the state under 
which they were incorporated, and, in the 
case of private banks, on some basis devel- 
oped to meet the conditions existing in the 
district. Any institution failing to keep the 
required reserve should be liable to expul- 
sion in accordance with such section as may 
be developed to cover such contingencies. 

A time of annual meetings should be 
arranged. 

The executive committee should have au- 
thority to call a special meeting whenever 
in its opinion it seemed desirable or when 
it should be requested to do so in writing 


by some certain number of members which 
should be determined. 

Each member should be represented at 
all meetings by at least one of its officers, 
who should be entitled to one vote. [t 
might be well to have a small penalty jn 
case a member failed to appear. Some safe 
and satisfactory means of voting by mail 
might be arranged in connection with spe- 
cial matters that might not require discus- 
sion. 

A majority of the whole number of mem- 
bers would seem a proper requirement to 
constitute a quorum for the transaction of 
business. 


Election of Officers 


FFICERS should be elected at annual 

meetings to serve for one year or un- 
til their successors are elected, and only 
officers of members should be eligible. 

The offcers should be a president and 
secretary, and the committees should be the 
executive committee and a nominating com- 
mittee. Five members for each committee 
would seem to be the right number to ob- 
tain the best results. It might be found 
advisable to have further committees as the 
life of an association developed, but the 
powers of the executive committee should 
not be interfered with in any manner that 
would curtail their ability to protect all of 
the members. It might be found desirable 
to have a committee on admissions, which 
would report to the executive committee, 
who in turn would make their recommenda- 
tions to the full membership. 

The president and secretary should be 
eligible for reelection for at least two years, 
and it is conceivable that in many districts 
it might be preferable to authorize such re- 
election for a longer period. 

It probably would be found better to 
elect committees for terms of five years, 
with one member of each committee of five 
retiring at the end of each year, and that 
reelection be prohibited except after an in- 
terval of one year out of service. This 
would require the drawing of lots in the 
first instance to determine which of the first 
five should serve one year, two years, three 
years, four years and five years, as this 
would probably be the better way to start 
the association. 

In case of vacancies caused by death or 
otherwise, an election should be held at:a 
special meeting to be called for the purpose 
promptly, except that, in the case of mem- 
bers of committees, the president should be 
able to appoint members with authority to 
act until the time of election. 

It is very likely that, in the case of group 
associations of country banks, it might be 
advisable to work out a method of voting 
by mail in such contingency. 


The Duties of Officers 


HE president should preside at all meet- 

ings and be ex-officio member of all 
committees except the nominating commit- 
tee, and perform such other duties as may 
be incident to the office. 

The secretary should attend and keep 2 
record of the proceedings of all meetings 
and perform such other duties as may be 
be incident to the office. 

The executive committee should 

(Continued on page 613) 
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Messenger 


THRIFT 
Calendar 


is designed for 


BANKS 


UGGESTIVE, interesting and constantly fresh is 
the Messenger Thrift Calendar, designed 
especially for bank advertising. Separate calen- 
dar sheets and different Thrift art subjects for 
every month in the year keep your message of 
Thrift always effective. Each illustration is 
seasonable and full of human interest appeal 
with appropriate Thrift adages to impress even 
the most casual reader. Attractive pictorial 
sketches on all important dates make the Mes- 
senger Thrift Calendar a doubly useful reference. 


oll The Messenger Thrift Calendar always 
3th finds a Place on the Wall 


and remains there 365 days in the year. It is pre- 

served because of its beauty, freshness and useful- 

ness. It is effective for bark advertising because of 

that single concentrated message “Save” told by 

picture, word and color. Every Messenger Thrift 

Calendar has on the last sheet a very complete sisal 
compilation of Home Budgets, a useful interest Publishing Co. 
table and a valuable document inventory. This et 
will help build business for your investment and Chicago, Ill. 


safety deposit vault department. Gentlemen: Please send 
. me a FREE Sample of your 
Messenger Thrift Calen- 


For a FREE SAMPLE dar and detailsof your plan for 


lying these calendars with 
of the Messenger Thrift Calendar and details of our proposition 


to bankers, mail the coupon today. 
Name 
MESSENGER PUBLISHING COMPANY Address 
5932-44 Wentworth Avenue - Chicago a 
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The Condition of Business 


Large Volume of Trade Being Maintained. Bankers Receiving 
Confirming Evidence of the Exceptional Prosperity of Last Year. 
Of Seventeen Year-End Financial Reports on Large Corpora- 
tions Nine Show a Gain in Profits Over the Year of 1925. 


HE first month of the new year 

did not bring any developments to 

indicate a major trend either up- 

ward or downward in general busi- 
ness activity, and it may be some time yet 
before the 1927 picture begins to take defi- 
nite form. The fragmentary reports cover- 
ing January operations that have come from 
different sections of the country show that 
a large volume of trade is being maintained, 
and that industrial production in the steel, 
automobile, tire and a number of other lines 
is active and increasing. 

The expansion in industrial activity, how- 
ever, is perhaps not so large as was ex- 
pected, and advices from many quarters 
speak of new orders as rather slow in ma- 
terializing. Subzero weather and heavy 
snowfalls have naturally not been condu- 
cive to heavy purchasing. There was such 
a rise in confidence during the last few 
weeks of 1926 that nothing short of new 
high records this year could measure up to 
expectations. Nevertheless, there is still 
unanimity of opinion among qualified sources 
as to the soundness of the general situa- 
tion, and this applies to nearly every indi- 
vidual line, while the basic credit structure 
continues as strong as ever before. But 
there is not much trend so far. 

During the month there arose a wide- 
spread discussion as to whether new build- 
ing construction in this country was being 
overdone. As the value of real property 
and improvements makes up over 50 per 
cent of our entire national wealth, it must 
not be forgotten that our investment in the 
“real estate industry,” if it may be spoken 
of as such, is far ahead of all others, even 
railroads. We have commented on the sub- 
ject frequently in these columns for some 
time back, and feel that there is no need 
to add anything at the moment, but rather 
to await developments. 


Final Evidence of Prosperity 


ANKERS who are now receiving the 

year-end financial statements from their 
customers have the final evidence confirm- 
ing the exceptional prosperity of last year, 
the earnings being in many cases the best 
in the history of the particular concerns. 
But general prosperity does not distribute 
itself equally among all producers and mer- 
chants, and there are now, as always, nu- 
merous firms that show decreased profits or 
actual deficits, and many more that were 
unable to do as large a volume of business 
as in the preceding year on account of 
severe competition. The statements coming 
from the South, almost without exception, 
reflect the unsatisfactory conditions there 
caused by cotton overproduction, while those 
in the state of Florida were hurt by the 
hurricane also. Commercial concerns in the 


Middle West and Northwest, and banks too, 
labored against handicaps that made profits 
very difficult to secure, and conditions there 
are still far from satisfactory. These cir- 
cumstances have resulted in many balance 
sheets showing a marked increase in bank 
borrowings and other liabilities. 

Of the large corporations, such reports 
for the year ended Dec. 31 as have been 
published show in many cases banner earn- 
ings, which had been more or less antici- 
pated from the quarterly statements issued 
during the year. The first fifty reports, 
made up of a diversity of industries, show 
in 28 cases a gain in profits over 1925 
and in 22 a decrease. That so many re- 
veal a downward tendency may come rather 
as a surprise, especially when it is consid- 
ered that these “million-dollar organiza- 
tions” represent for the most part ‘the old- 
established, well-managed and most success- 
ful factors in their respective fields, and are 
naturally supposed to have an advantage 
over the small independent enterprise. It 
appears that the fourth quarter of 1926 was 
the poorest, speaking generally, and did not 
contribute its share of the year’s profits at 
an equal rate to that established by the first 
nine months. The ratio of companies show- 
ing quarterly gains over the preceding year 
ran almost exactly 66 per cent of the total 
in the tabulations published last year, cover- 
ing the first, second and third periods. 

The January figures of two well-known 
barometers of business are given below for 
whatever light they may throw on the gen- 
eral picture: 

Bank Clearings 

($000s omitted) 

1926 1927 


$12,195,598 $12,991,811 
11,066,183 10,248,124 
10,720,244 10,470,288 
9,782,355 9,417,494 


$43,764,380 $43,127,717 —1.5 


Railroad Freight Cars Loaded 
Week ended 1926 1927 Change % 


January 1 $741,560 $740,348 —0.2 
January 8 907,622 940,800 +3.7 
January 15 931,735 950,045 —2.0 
January 22 921,645 942,587 —2.3 


Total $3,502,562 $3,573,780 


We shall now take up a brief review for 
the past year of a number of industries 
that were carried over from our January 
issue and for which final statistics are now 
available in most cases. 


Non-ferrous Metals 


OPPER, the most important of the non- 

ferrous metals, reached in 1926 the 
largest production in history, even exceed- 
ing the war period. Total output of the 
refined metal was 1,440,454 tons, a gain of 
6.5 per cent over the 1,352,309 tons pro- 
duced in 1925 and 10.8 per cent above the 
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Change % 
+6.5 
—7.3 
—2.3 
—3.7 


Week ended 


January 8 
January 15 
January 22 
January 29 


Total 


—1.3 


1924 output of 1,300,330 tons. Back it 1913- 
1914 output averaged around 600,000 tons, 
The increase of over 100 per cent since 
then has been caused by the growth of the 
electrical industry more largely thai any 
other factor. 

Prices during the year fluctuated around 
14 cents per pound for electrolytic metal 
in the New York market, and averaged 13.94 
cents for the twelve months, compared with 
14.30 cents in 1925 and 15.52 cents in 1913. 
The market weakened considerably during 
the last few weeks of the year, and current 
quotations are around 13%4-13% cents, de- 
livered, until the end of April. This level 
is not properly remunerative to producers, 
and the reason is the usual story of over- 
production. In spite of record-breaking 
consumption, stocks of the refined metal 
were 12,500 tons higher at the end of 1926 
than at the beginning, while stocks of blister 
were up 23,400 tons. So long as the lead- 
ing mining companies continue to produce 
slightly more than is needed, they will con- 
tinue to show negligible returns on capital 
invested, while at the same time they are 
depleting their ore reserves that can never 
be replaced. 

Zinc production of 638,520 tons exceeded 
by 8.1 per cent the 1925 output of 590,880 
tons, but did not quite equal the records 
of 1916 and 1917. Deliveries almost ex- 
actly balanced production, and prices for 
the year averaged 7.37 cents per pound com- 
pared with 7.66 cents in 1925, 6.35 cents 
in 1924 and 5.61 cents in 1913. The differ- 
ence between this situation and copper is 
obvious. 

Lead production continues to increase in 
response to the growing demand from the 
electrical, building, paint and other trades, 
and prices last year averaged 8.25 cents per 
pound compared with 8.92 cents in 1925, 
8.10 cents in 1924 and 4.26 cents in 1913. 

Silver continued its decline in price, which 
carried it from an average of 67.80 cents 
per fine ounce in January, 1926, to 53.46 
cents in December, a drop of 21 per cent. 
The trouble with silver is that its output 
keeps increasing, most of it coming as a 
by-product of copper refining, while the de- 
mand for silver as a monetary standard is 
constantly diminishing as more countries go 
on a gold basis. 

Tin rose in price from an average of 
62.31 cents per pound in January, 1926, to 
70.70 cents in November, a gain of 13.4 per 
cent, caused by the exceptionally heavy buy- 
ing by tin-plate mills and the somewhat low 
supplies, but since then prices have eased off 
to around 65 cents. Nickel and aluminum, 
each of which is controlled by a single pro- 
ducer, are around 35 cents and 27 cents re- 
spectively, the quotations being subject to 
change only infrequently. 
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SUPER-FUEL and SUPER-POWER 


Combined 


The populous industrial and agricultural 
region in Ohio, Pennsylvania, Kentucky and 
West Virginia, constituting the consumer zone 
of Columbia System, enjoysararecombination 
of public utility service. On overhead wires 
Columbia transmits electrical energy to a 
quarter million customers in an area approxi- 
mating 5,000 square miles. Through under- 
ground pipes Columbia supplies a million 
homes and industries in the wider territory 
with nature’s most convenient fuel—natural 
gas. Conducting its operations through a 
flexible, reliable, scientifically controlled sys- 
tem, Columbia renders a service indispensable 
to the home and industrial life of acommunity 
of 4,400,000 inhabitants. This service repre 
sents an unparalleled combination of super- 
fuel and super-power. 


A copy of the Annual Report for 1926, shortly to be issued to 
stockholders, will be sent, upon request, to others interested. 


COLUMBIA GAS & ELECTRIC CORPORATION 


] 


OFFICE of the 0 61 BROADWAY 
PRESIDENT NEW YORK 
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Resources 


Half a Billion 
—and More 


Back of these banking re- 
sources, outstanding in 
Chicago, is a volume of 
business that indicates 
satisfaction to customers 


The CONTINENTAL and 
COMMERCIAL 


BANKS 


CHICAGO 


Resources — December 31, 1926—$618,933,546 


Leather and Shoes 


HE shoe business during 1926 was thor- 
oughly unsatisfactory, and the !cather 
business was not much better. Production 
of all classes of shoes during 1926 was 
approximately 324,000,000 pairs, a negligible 
gain as compared with 323,640,000 in 1925 
and 7.7 per cent below the record of 351- 
120,000 reached in 1923. Output of men’s 
shoes declined slightly, while that of 
women’s increased. Manufacturers state 
that the situation as regards style changes, 
etc., particularly in women’s shoes, is worse 
than ever before. Most of them now refuse 
to produce for any but firm orders, and 
they express the opinion that if the women 
should not be inclined to buy the colored 
shades, fancy stamped leathers and novelty 
patterns prepared for them each season, the 
retail shoe trade would be severely hit. The 
retail end of the business in recent years 
has operated on a very narrow margin of 
profit, if any at all, in spite of the high 
prices the public has to pay, simply because 
the rapid changes in style force selling out 
the ends of a stock (the unusual sizes) of 
a last that is out of style in a few weeks 
at bargain prices, and because they accord- 
ingly adhere so closely to hand-to-mouth 
buying, which, carried to the extreme, is 
uneconomical. All of which does not apply 
so much to men’s shoes of staple brands. 
The tanning industry, while slowly work- 
ing back to a sounder condition by adjust- 
ing plant capacity to the restricted demand 
is still far from prosperous. A few con- 
cerns made money last year and many did 
not. Hide prices fluctuate erratically, not 
in accordance to demand, but to sales by 
the packing industry, of which they are a 
by-product. Calfskin and sole leather prices 
are both down from a year ago, and sole 
leather is actually cheaper than before the 
war. Tanners, however, are looking for- 
ward with confidence, and no doubt even- 
tually will be making a reasonable return. 


Cotton Goods 


N cotton manufacturing, the most impor- 

portant branch of the textiles, the year 
1926 brought no cause for complaint as 
regards volume of production. Mills in this 
country consumed a total of 6,687,000 bales, 
which exceeded by 4.1 per cent the 6,424,000 
bales used in the preceding year and by 
21.1 per cent the 5,521,000 bales in 1924. 
Last year’s consumption, in fact, was, with 
the exception of the year 1917, which regis- 
tered 6,816,000 bales, the largest ever 
reached. This, notwithstanding a marked 
curtailment in operations during the sum- 
mer, that represented, from the March high 
monthly record for all time of 634,600 
bales to the 460,900 in July, a drop of 27.5 
per cent, followed by a recovery to 605,217 
bales in December. 

As regards prices, however, the continued 
decline in the staple from an average of 
20.84 cents per pound in January, 1926, 
to 12.68 cents for December, a loss of 39 
per cent during the year, or over 3 per cent 
a month, naturally made it hardly expected 
that manufactures generally could show a 
profit. The mills may insure themselves 
against an inventory loss by hedging, that 
is, selling future contracts to offset their 
long position in cotton for manufacture, 
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but the buyers of goods are always inclined 
to hold off purchases on a falling market. 
The converting houses which buy gray cloth 
for dyeing, printing and finishing do not, 
as a rule, engage in hedging, and as a re- 
sult had substantial inventory charge-offs 
at the end of the year, while the same is 
true of jobbers, wholesalers and the cut- 
ting-up trade. 

The outlook for the industry improves, 
nevertheless, when prices work to a lower 
level, and compared with an average price 
for the twelve months of 1924, of 28.67 
cents, the average declined to 23.45 cents in 
1925 and to 17.53 cents in 1926, which places 
the cotton mills in a much stronger posi- 
tion in their competition with the other 
textiles. 


Woolens 


OOL consumption in 1926 was below 

last year. Total consumption by the 
domestic industry, scoured and pulled wool 
being reduced to its grease equivalent, was, 
in 1921, 650,200,000 pounds; 1922, 800,- 
200,000 pounds; 1923, 787,800,000 pounds ; 
1924, 660,300,000 pounds; 1925, 646,200,000 
pounds; 1926 (December estimated), 619,- 
000,000 pounds. This steady decline over 
the last four years is striking and appar- 
ently reflects the styles in women’s clothes 
that have been becoming so popular during 
the period, namely, shorter and fewer 
clothes and the vogue for silk. In men’s 
clothes many observers say that as much 
wool is used as ever, but it is pointed out 
by others that there is less attention given 
to “dressing up” clothes than in the old 
days, that men spend their surplus funds 
for automobiles rather than clothes, and 
their surplus time around the car or play- 
ing golf, where an old suit or sport togs 
are in order. Still another factor making 
for lighter clothing of both men and women 
is the improvement in building construction 
and steam heat in offices and apartment 
houses, 

These are some of the elements that ex- 
plain the decline in wool consumption, 
which, if the statistics given above are ex- 
pressed on a per capita basis, and taking 
into account population growth, mean that 
the average person used 6.05 pounds of 
wool in 1921 (a year of business depres- 
sion), 7.33 pounds in 1922, 7.11 in 1923, 
5.90 in 1924, 5.61 in 1925 and only 5.28 
pounds in 1926. 

Raw wool prices suffered a decline in 
the first half of 1926, from a January 
average of 53.5 cents (Ohio, fine delaine, 
unwashed) to 45 cents in May, around 
which quotations have been stable ever 
since. 

On Jan. 26 the American Woolen Com- 
pany opened its lines of staple serges, un- 
finished worsteds, French worsteds and 
worsted overcoatings for fall, 1927, at 
prices showing an increase of 1% per cent 
average over prices for spring, 1927, an- 
nounced last July. 

Supplies of raw wool in the United States 
are comparatively light, and there is talk 
of firmer prices. Total world supplies, 
however, are more than sufficient to meet 
any demands that are likely to materialize 
this year. Although the woolen goods trade 
has recently been showing signs of improve- 
ment, the manufacturers find great resist- 
ance to any price increases, and naturally 
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~ Etna Insurance Chart 
Will Show You 


ConpiTions change, property values increase, 
improvements and additions are made. Has 
your insurance kept pace or are there unseen 
loopholes for loss? 


Ask Any A‘tna-izer 


For This Free Service 


Mail the coupon for a copy of the Aitna Insurance Chart 
and full information about 


OF INSURANCE AND BONDING 
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PARAPHRASED PROVERBS 


A Bank is Known 

| by the 

Business Interests 
it Serves 


We are proud to number 
among our correspondents 
the leading banks and bank- 
ers both here and abroad. 


Every important national 
industry is represented on 
our books—some for more 
than a century. 


We are thus in position to 
render you a service based 
on a long and diversified 
experience, a service that 
keeps you in touch with 
representative and profit- 
able business. 


THE 


PHILADELPHIA-GIRARD 


NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits. . . .$28,300,000 


may be depended upon to resist 
tempts to mark up raw material cos 


Silk Goods 


HE silk industry in this count’. used 

in 1926 some 501,600 bales of r:. silk, 
A bale of silk averages about 133 :ounds, 
but varies considerably according +o the 
origin of the bale, so the year’s cons: mption 
would total 66,712,800 pounds. This repre- 
sents only 57/100 of a pound per capita, 
compared for 5.28 pounds of wool ii 1926, 
but, of course, a pound of silk goes much 
farther than a pound of wool. 

Last year’s silk consumption was practi- 
cally identical with 1925, but was 37 per 
cent ahead of the 366,000 bale total oi 1924, 
the next highest year up to that time. The 
silk industry is still expanding, but last year 
had to slow down for a breathing spell, 
as production had been increasing at too 
rapid a gait. As a result, profits for the 
year were not very satisfactory for most 
producers. 

An optimistic view of the future, how- 
ever, would certainly seem to be justified, 
and with somewhat lower raw materials to 
work on than prevailed last year, the in- 
dustry should enjoy its full share of pros- 
perity so long as the vogue for silk con- 
tinues. Demand for hosiery is tremendous, 
also for underwear and knitted goods; broad 
silks of taffeta and crépe weaves, in plain 
and fancy colors, are good; velvets and 
ribbons are somewhat slow. 


Bond Market 


NOTHER new record in volume of 
bond offerings was established in 1926 

with issuance of $4,728,009,762  interest- 
bearing securities, according to the compila- 
tions of new bond offerings by Dow, Jones 
& Co. A list of the issues of $5,000,000 or 
over are carried in the AMERICAN BANKERS 
ASSOCIATION JOURNAL each month, and in- 
cluded the $120,000,000 Standard Oil Co. 
of N. J. debenture 4%s, $65,000,000 Asso- 
ciated Electric Co. convertible 5%s, $60,- 
000,000 Federal Land Bank 4%s, $50,000,000 
Kingdom of Belgium 7s, $50,000,000 Stand- 
ard Oil Co. of N. Y. debenture 4%s, and 
a total of 53 issues of $20,000,000 or more. 

New offerings for the year by groups, 
together with the corresponding figures for 
1925, with the percentage each group forms 
of the total, follows: 

1925 

Public Utility $889,177,000 
Industrial 658,622,000 
Foreign 930,631,000 
Municipal 870,301,306 
Real Estate 
Railroad 


Canadian 
Miscellaneous 36,240,000 


$4,376,852,306 


| 


as 


1926 

Public Utility $1,227,408,000 
Industrial 873,201,500 
Foreign 854,274.000 
Municipal 782,578,262 
Real Estate 328,082,000 
Railroad 312,111,000 
Canadian 302,510,000 
Miscellaneous 47,845,000 


$4,728,009,762 100.0 


In 1925 the foreign group outdistanced 
the field with $930,631,000 bonds; if the 
Canadian issues, which are mainly of the 
character of our own securities, were com- 
bined with the foreign issues, the aggre- 
gate would have been more than $1,100,- 
000,000. 
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Last year the public utility group out- 
distanced the others with a twelve months’ 
total of $1,227,408,000, or almost 26 per 
cent of the year’s issues in this market. 
This makes a record for one year. The 
foreign group fell away behind, totaling 
but $854,274,000; even with the addition of 
the $302,510,000, Canadian total foreign 
bonds of all classes failed by approximate- 
ly $75,000,000 to equal the utility figure. 
The drastic decline in stocks in the early 
part of the year, which amounted almost to 
a collapse in the case of many utility com- 
panies, put a stopper on the ready sale of 
utility preferred stocks which had been so 
conspicuous a feature of 1925. 

Industrial financing came second in vol- 
ume last year, outranking the 1925 figures 
by nearly $225,000,000; municipal offerings 
dropped off substantially, while there was 
a big shrinkage in issuance of railroad 
bonds. Volume of railroad maturities for 
this year is considerably larger than for 
1926, but the strength of the railroads in 
earning power and the increased respect in 
which their shares are held by investors 
warrants the expectation that a substantial 
proportion of 1927 refunding may be ac- 
complished through sales of common stocks. 

A year ago it was pointed out that many 
pond buyers were avoiding foreign govern- 
ment and corporation securities, taking in 
preference securities of the real estate type 
despite the attractive features attaching to 
the former and the undesirability of too 
free purchasing of the latter. At the close 
of 1926 the buyers of the foreign securi- 
ties had all the best of it; the holders of 
some real estate bonds, due to the difficul- 
ties of a company going strong a year ago, 
felt decidedly dubious about their purchases. 

Since the first of the year bond prices 
have continued to still higher levels, the 
advance being shared by all classes. For 
the first time since the United States 
Government began issuing bonds to finance 
its part in the World War, its long-term 
obligations sold on a yield basis of 3% per 
cent, this taking place in the 334 per cent 
bonds issuedJast March. This was com- 
parable witlt the conditions prevailing here 
before the war. It is probable that the next 
government bond issue will bear an interest 
rate of 3% per cent, or even possibly less. 
Large amounts of government bonds are 
being retired through the sinking fund, and 
Secretary Mellon’s periodical refunding op- 
erations for the United States Treasury, 
in addition to which large buying is being 
done by institutions which hold these se- 
curities, regardless of the opportunity for 
later profits, which also helps to diminish 
the available supply. 

The credit ease, stimulated by the enor- 
mous disbursements of interest and divi- 
dends on Jan. 1, has also been augmented 
by the inflow of gold to this country since 
the first of the year. Canada has sent more 
than $30,000,000 in that metal here in less 
than three weeks, the result of the dis- 
count prevailing on Canadian funds, and 
additional gold has come from Chile to 
serve as external reserves, and from Japan 
to increase credits in preparation for a re- 
turn to the gold standard. There have also 
been two shipments of gold from France 
amounting to $24,000,000, thought by some 
to indicate a return to a gold standard with 


As Business 


“Speeds Up” 


Here are important facts: 


1. Today, in this country with its 
17,000,000 telephones, there are 
70,000,000 telephone conversations 
daily. A large part of these deal 
with business matters. 


2. It takes only about thirty seconds, 
on an average, to establish business 
contacts by telephone. 


This tremendous number of calls, with 
the rapidity of their completion, is not 
only an indication of the way modern 
business has “speeded up”, but is also a 
reflection of the part played by the 
telephone in the speeding up process. 


Gathering speed, American business has 
required speed from the agencies which 
serve it, and help to make it great. The 
telephone has kept—if indeed it has not 
set—the pace. 


This nation-wide service and the facilities 
that make it possible underlie Bell System 
Securities. 


This investment stock can be bought in the 
open market to vield a good return. Write 
for booklet, “‘“Some Financial Facts.” 


BELL TELEPHONE 
SECURITIES CO. Ine 


.D.F. Houston, President 
195 Broadway NEW YORK 


ed 
Ik. 
ls, 
an 
e- 
a, 
6, 
i- 
4, 
le 
ir 
le 
i, 
d 
d 
“The People’s 
Messenger’”’ 
rN. 


AMERICAN 


BANKERS ASSOCIATION JOURNAL 


Februar 


The Chemical Policy is to 

seek growth in its deposits 

by aiding legitimate growth 
among its depositors. 


WE WANT YOUR ACCOUNT IN ORDER 
TO CONTRIBUTE TO ITS GROWTH. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUEat FORTY-SIXTH STREET 


the franc revalued at around 25 to the 
dollar. 

As against these, there has been an al- 
most negligible volume of gold exports. 
The only outward movement of moment 
was an aggregate transfer of $12,500,000 
to Germany. This was ear-marked gold 


held here by the Reichsbank. 


Bond Mawhet 


EW financing during January included 

the following major issues and totaled 
$653,353,000, the highest monthly record 
ever established: 


$60,000,000 City of New York, 414 per cent cor- 
porate stock, due 1967-77, price 103%, to yield 
4.08-4.09 per cent. 

50,000,000 General Motors Acceptance Corp., s.f. 
deb. 6s, due 1937, price 100, to yield 6 per 
cent. 


25,000,000 North American 


24,000,000 


35,000,000 Gulf Oil Corp., s. f. deb. 5s, due 1947, 
price 100, to yield 5 per cent. 

30,000,000 Indianapolis Power & Light Co., Ist 
series A 5s, due 1957, price 98, to yield 5.13 
per cent. 

500,000 Narragansett Co., col. tr. series A 5s, 
due 1957, price 99, to yield 5.06 per cent. 
27,000,000 Government ‘of Argentine National, ext. 
s. f. 6s, due 1961, price 981%4, to yield 6.10 

per cent. 

25,000,000 Batavia Petroleum Co., deb. 4%s, due 
1942, price 9614, to yield 4.85 per cent. 
25,000,000 San Joggen Light & Power Corp., ref. 
mtge. series due 1957, price 98%, to 

yield 5.10 per 

Edison Co., conv. 

deb. series A 5s, due 1957, price 98, to yield 

5.13 per cent. 

Province of Ontario, serial 4%s, due 
1928-1957, prices to yield 4.50-4.70 per cent. 
20,000,000 Federal Land Bank, farm loan 4s, 

due 1957, price 100%, to yield 4.15 per cent. 

15,000,000 Solvay American Inv. Corp., sec. series 
A 5s, due 1942, price 99%, to yield over 5 


per cent. 
15,000,000 Southern California Edison Co., ref. 
mtge. 5s, due 1951, price 98%, to yield 5.10 


per cent. 


14,505,000 City of Detroit, serial 4%4s and 
due 1928- 1957, prices to yield 4-4.15 pe: 

12,500,000 Southwestern Gas Elec. Co., 1st 
series A 5s, due 1957, price 96, to yicid 5% 
per cent. 

10,500,000 Boston Cons. 
1947, price 103, to yield 4.76 per cent 

10,000,000 State of Rio Grande do Sol, 
s. f. ext. 7s, due 1966, price 98, to yu 
per cent. 

10,000,000 International Power 
series E 7s, due 1957, 
7.30 per cent. 

10,000,000 Soc. Gen. per l’Ind. Min. ed Agricola 
Italy, s. f. deb. 7s, due 1937, price 90:4, to 
yield 7% per cent. 

9,500, 000 Tilinois Power & Lt. Corp., s. f deb, 
5¥s, due 1957, price 96%, to yield 534 per 
cent. 

8,000,000 - Hudson Gas & Elec. Cory., ist 
& ref. 5s, due 1957, price 101%, to yield 4.96 
per 

8,000, 000 California Petroleum Corp., 
deb. 5s, due 1939, price 96%, to 
per cent. 

8,000,000 Porto Rican-Amer. 
con. 6s, due 1942, 
cent. 

8,000,000 New Orleans Public Service, Inc., 
ref. series B 5s, due 1955, price 96, t 
5% per cent. 

7,500,000 Gen. Amer. 
series A 5s, due 
per cent. 

6,500,000 Province of Mendoza, Argentina, ext. 
sec. s. f. 7%s, due 1951, price 98%, to yield 
7.60 per cent. 

6,500,000 Two Park Avenue Bldg., Ist s. f. 6s 
due 1941, price 100, to yield 6 per cent. 
6,500,000 Peoples Light & Power Corp., Ist 5'%s, 
due 1941, price 97, to yield 5.80 per cent. 
6,000,000 Lombard Electric Co., Italy, Ist ext. s. f. 
series A 7s, due 1952, price 94, to yield 7.50 

per cent. 

6,000,000 International Power Securities Corp., sec. 
series F 7s, due 1952, price 95%, to yield 7.40 
per cent. 

6,000,000 United Electric Service Co., Italy, ext. 
bs series A 7s, due 1956, price 92%, to yield 

per cent. 

5, 700, 000 City of Montreal, 4%s, 
96, to yield 4.72 per cent. 
5,000,000 Peoples Light & Power Corp., conv. deb. 

6s, due 1962, price 98, to yield 6.15 per cent. 

5,000,000 Old Colony Inv. i. deb. series A 
414s, due 1947, price 99%, to yield over 
4% per cent. 

5,000,000 Dominican Republic Customs Administra- 
tion, first series s. f. 5%s, due 1940, price 
100, to yield 5% per cent. 


ABank Run on Broadway 


Gas Co., deb. » due 
Brazil, 
d 7.15 


Securities 


A Corp., 
price 


yield 


conv. s. f, 
yield 5.40 


Tobacco Co., sec. 
price 99, to yield 6.10 per 


Ist & 
vield 


Investors Co., Inc., deb, 
1952, price 100, to yield 5 


due 1966, price 


BANK run on Broadway is a rarity 

but this view shows part of a long line: 
of depositors seeking to withdraw their 
funds. While the run was at its height, the- 
bank was sold to a large institution and the 
rush for money gradually subsided. A mil- 
lion dollars was displayed in the lobby of 
the bank. 
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A Cure 


(Continued from page 586) 


sity for the remedy without the suggestion 
of which this article would not be complete. 


Ten Safety Points 


WOULD make the following sugges- 

tions: 

First: No charter should be given to an 
association in a community where banking 
facilities are already sufficient for the pub- 
lic needs. 

Second: No bank should be organized 
with a capital of less than $25,000 and a 
surplus of $10,000. In addition thereto, the 
double liability of stockholders should be 
deposited in cash or government bonds with 
the state or Federal government, to be held 
in trust for the stockholders in lieu of the 
double liability, and to be used when neces- 
sary to pay for stock assessments. The 
stockholder should receive a reasonable rate 
of interest on said deposit. As to existing 
banks, this trust fund might be paid in over 
a number of years. 

Third: Before granting a charter, each 
prospective stockholder should state under 
oath how he proposes to pay for his stock. 

Fourth: Each prospective director and 
manager should be examined as to his bank- 
ing qualifications and informed as to his 
liabilities. 

Fifth: Personal service by registered 
mail on stockholders of all meetings should 
be sufficient. Notice by publication should 
be abolished. The need for this, which is 
self-evident, is that it is impossible to state 
through a local newspaper in a small com- 
munity the object of calling a special meet- 
ing when such is made necessary by a fail- 
ing condition of the institution. 

Sixth: No loans should be made except 
by the entire board of directors or by a 
regularly appointed discount committee. In 
either case, daily meetings should be held 
and the action taken recorded in a book 
kept for that purpose. 

Seventh: Where real estate is taken as 
original or secondary security for a loan, 
abstract of title and fire insurance policy 
should be delivered to the bank before pay- 
ment of the money. 

Eighth: An audit by an approved auditor 
should be made at least once, preferably 
twice, a year, in lieu of directors’ examina- 
tion. 

Ninth: In the event of flagrant violation 
of law, directors should be given a reason- 
able time to correct the same or be subject 
to a personal fine. In the event of refusal 
or inability to correct, as a last resort, the 
bank should be closed and liquidated. 

Tenth: All employees from whom a 
bank examiner is to get information as to 
the bank’s condition should be sworn before 
a notary public, and a severe penalty pro- 
vided by law for wilfully giving false in- 
formation. 


Drastic But Workable 


HE above remedies may not be ap- 
plicable to larger institutions. They may 
appear somewhat drastic, but they are work- 
able, and if properly observed this system 
will result in a minimum of bank failures 
and there will be less clamor by the public 
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National Bank of Commerce 
in New York 


Established 1839 


Statement of Condition, December 31, 1926 
RESOURCES 


Loans and Discounts 
United States Securities 
Other Bonds and Securities 


Stock of Federal Reserve Bank 


Banking House 


Cash in Vault and in Federal Reserve Bank... 


Due from Banks and Bankers 
Interest Accrued 


Customers’ Liability under Acceptances 


$368,631,960.22 
49,817,437.67 
16,115,825.45 
1,950,000.00 
4,000,000.00 
60,999,148.27 
178,243,824.00 
1,444,174.67 
35,912,273.13 


$717,114,643.41 


LIABILITIES 


6é 


Reg. Dividend payable Jan. 3, 1927 $1,000,000 


Extra ‘ 
Deposits ... 
Bills Payable ... 


$25,000,000.00 
40,000,000.00 
2,479,320.07 


1,500,000.00 
563,356,022.65 
24,000,000.00 


500,000 


Reserved for Interest, Taxes and other Pur- 


Unearned Discount 


6,579,882.85 
984,154.27 


Liability as Acceptor, Endorser or Maker on 


Acceptances and Foreign Bills 


53,215,263.57 


$717,114,643.41 


Chairman of the Board 
JAMES S. ALEXANDER 


President 
STEVENSON E. WARD 


Directors 


JAMES S. ALEXANDER 
JOHN W. DAVIS 
HENRY W. de FOREST 
JOHN T. DORRANCE 


EDWARD D. DUFFIELD CHARLES B. SEGER 


for government guaranty of bank deposits 
or other panacea of doubtful merit. There 
is no question that if the above regulations 
in substance were enforced and stockholders 
and directors were properly instructed as to 
their duties and liabilities, there would be 
fewer banks and more efficient service 
through a better equipped and more alert 
management, and deposits would be very 
much more secure. 


CHARLES E. DUNLAP 
ANGUS D. McDONALD 
GEORGE E. ROOSEVELT STEVENSON E. WARD 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 


THOMAS WILLIAMS 


In conclusion, I want to suggest closer 
cooperation between the Federal Reserve 
system and member country banks, between 
the larger institutions and their country cor- 
respondents, not merely by correspondence, 
but by traveling representatives well quali- 
fied, familiar with the needs of banks and 
communities, who would form a personal 
contact that could not fail to be mutually 
advantageous. 
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‘“Qur Loss Is 
Fully Covered” 


E were _ bonded 
against such a loss. 
The bank’s re- 


sources are not affected in 
the slightest.” 


Such is the statement of 
many banks after losses 
have made themselves 
known. More and more, 
bankers are availing them- 
selves of the broad protec- 
tion of a blanket bond. 


May we have our agent in 
your city give you the facts? 


United States Fidelity 


and Guaranty 
Company 


Baltimore Maryland 


A branch or agency in every city 
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Speeding Up County Clearings 


(Continued from page 563) 


checks must be settled between the banks 
interested and not by adjustments on its 
own books. And likewise, the bank requires 
the participating members to hold it harm- 
less for any loss arising from the opera- 
tions of the clearing arrangement unless 
the loss is caused by the Reserve Bank’s 
negligence. 


Overnight Clearings 


HOUGH there is a small additional 

expense incurred by the banks under 
this county clearing method—due to the use 
of more postage and a bit more of clerical 
work—this is offset by the expedition of 
business and an improvement in the service 
that a bank can offer to its depositors. 

As soon as banks receive checks on de- 
posits, they are required to set up reserves 
with the Federal Reserve Banks in spite of 
the fact that the proceeds of the checks have 
not been collected. Under the old system 
in the case of the New York state country 
banks, they did not receive reserve credit 
on checks in process of collection until 
three days had elapsed. Under the present 
arrangements, they are given credit the next 
day, so that two days’ time is saved. No 
bank can make use of its reserve credit by 
making loans against it until the credit is 
duly made available, so that, under the old 
clearing system, a bank would have to set 
up a reserve balance for a sum which actu- 
ally would not be available for loan pur- 
poses until two days later. 

Eliminating this barren time is one of 
the benefits accruing from the overnight 
clearing arrangement. What this means in 
a material sense may be indicated by the 
record that clearings through the county 
arrangements amounted to $24,500,000 dur- 
ing the past year in the New York Federal 
Reserve district, so it is figured that the 
speedier clearing made this sum available 
for credit purposes for two days when it 
otherwise would have been tied up. The 
volume was double the amount cleared in 
1924 through this arrangement. The cus- 
tomers of the bank are permitted to deposit 
checks on one day and draw against them 
the next day, and, naturally, they like the 
overnight clearing system more than its 
slow-footed predecessor. 

In practical working, it cannot be said 
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that all of the bank’s customers found favor 
with the more modern scheme. When the 
arrangement was first invoked, the banks 
noticed that there were a great many more 
checks protested than hitherto, but, upon 
closer investigation, it was found that these 
checks had been issued by depositors, who 
thought two or three days would elapse be- 
fore the items were presented for collec- 
tion, and were thus revealed as seeking to 
take advantage of the slow exchange. The 
county arrangement puts an end to check 
kiting and goes a long way toward correct- 
ing some of the old-time banking ills. 


Not Suitable Everywhere 


HILE.the system works admirably in 

the case of some counties, it is can- 
didly conceded that it is not suited to all 
counties. Unless there is a system of com- 
munication that will permit all clearing 
banks to send and receive cash letters over- 
night, the arrangement will not work out 
satisfactorily. Then, too, it is maintained 
that unless there is a good deal of local 
business between the various towns in the 
country, an overnight clearing is not sorely 
needed. In cases where most of the banks 
receive more checks than they send, the 
banks are thus required to anticipate their 
reserve requirements, and it is difficult to 
convince the country banker that it would 
promote his interests to cut down the time 
of collection. - Where the volume of local 
business is slight, the existing arrangements 
probably meet the needs of the banks and 
their customers adequately. 

The county clearing arrangement has 
made the greatest headway in the New York 
district, as banks in twenty-three counties 
are now participating in sixteen arrange- 
ments. The clearing plan, in some cases, 
includes the banks in several counties which 
make direct exchanges. When any bank 
comes into the arrangement, it agrees to 
permit any other bank or banks situated in 
its own county or in the adjacent counties 
to join in the clearing scheme if the appli- 
cation should be approved by the Reserve 
Bank. The banks do not bind themselves 
to remain in the clearing arrangement for 
any definite length of time. They can with- 
draw upon giving ten days notice. Nearly 
all of the banks which have entered the 


DEBIT ADVICE-LETTERS SENT DIRECT 
NASSAU COUNTY CLEARING ARRANGEMENT 


letters advised as sent direct to you by the following 
will so appear on your statement of account. 
FEDERAL RESERVE BANK OF NEW YORK. 


LOCATION 
Baldwin, N. Y. 
Bellmore, N. Y.: 
Cedarhurst, N. Y. 
Farmingdale, N. Y. 
Floral Park, N. Y. 


Baldwin National Bank 
First National Bank 
Peninsula National Bank 
First National Bank 
First National Bank 
Floral Park Bank 


NAME 
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count; arrangements in the New York dis- 
trict save remained in them from the be- 
ginninz, but there have been retirements in 
sever:| of the groups. 

Th. Federal Reserve Bank does not take 


the initiative in organizing the system, but 
it stands ready to provide the necessary 
forms and to act as the settling agent for 
the member banks. It has been found that 
a good county bankers’ association is the 


best means of organizing the direct clear- 
ing arrangements, and, as a rule, there is 
one outstanding banker who takes the lead 
in the movement for faster exchanges. 

It is regarded as quite likely that the 
idea of overnight clearings ultimately will 
be extended to the banks in the large cities 
in the state of New York, so that similar 
benetits to those which have been obtained 


on a county-wide’ scale may be gained by ° 


the cities. Such an arrangement would 
affect more banks than the large city insti- 
tutions, because the average country bank 
keeps a balance with its correspondent in 
the nearest large city, and in many instances 
looks to the larger bank to make its settle- 
ments with the neighbor country banks. 
Thus far the Federal Reserve Banks have 
limited participation in the county clearing 
arrangements to banks that are members of 
the ederal Reserve System, and there is no 
indication of any departure from this policy. 


Failure of Guaranty 
(Continued from page 580) 


penses of this commission were to be met 
by legislative appropriation. 

The principal functions of the commission 
were to pass on the advisability of admitting 
individual banks and of allowing them to 
continue under the depositors’ guaranty 
fund, and to decide all matters relating to 
the administration of the fund. Every state 
banking institution was compelled to com- 
ply with the provisions of the guaranty law 
by Jan. 1, 1916, or forfeit its charter as a 
state banking institution. In order to pro- 
tect the guaranty fund, it was provided that, 
in the case of an insolvent bank, the amount 
of money standing to the credit of the de- 
positors’ guaranty fund on deposit in such 
bank should be a first lien upon the assets 
of the bank, except funds deposited in the 
bank by the public examiner which belonged 
to the estate of another insolvent bank. 

As to the protection of depositors in 
failed banks, it was provided that upon the 
suspension of a bank the public exa:niner 
should proceed to determine the amount 
necessary to pay the unsecured depositors 
in full, and certify the same to the com- 
mission, which should thereupon draw 
against the depositors’ guaranty fund on de- 
posit in the several banks, in the amount 
thus certified, and that the treasurer of the 
commission should immediately transmit 
the amount to the public examiner to be ap- 
plied in payment of the deposits due the de- 
positors, 

In case there was insufficient money in 
the guaranty fund to pay all claims, the 
commission was empowered to issue a ne- 
gotiable certificate of indebtedness against 
the guaranty fund in favor of the insolvent 
bank, drawing an annual interest of 5 per 
cent, and payable on March 1 next, succeed- 


The following list of National City investment offices 
gives in fewest possible words our conception of nation- 
Current bond quotations, investment 
advice, investigated offerings— these are available at 
the office nearest you. 


wide service. 
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ALBANY KANSAS CITY SAN DIEGO 
ATLANTA LOS ANGELES SAN FRANCISCO 
ATLANTIC CITY LOUISVILLE, KY. SEATTLE 
BALTIMORE MEMPHIS ST. LOUIS 
BOSTON MIAMI, FLA. SAINT PAUL 
BUFFALO MILWAUKEE TOLEDO 
CHICAGO MINNEAPOLIS WASHINGTON 
CINCINNATI NEWARK WILKES-BARRE 
CLEVELAND NEW ORLEANS MONTREAL 
DALLAS OAKLAND, CAL. TORONTO 
DAVENPORT OMAHA LONDON 
DENVER PHILADELPHIA AMSTERDA™ 
DETROIT PITTSBURGH COPENHAGEN 
HARTFORD PORTLAND, ME. GENEVA 
HOUSTON PORTLAND, ORE. TOKIO 
INDIANAPOLIS PROVIDENCE SHANGHAI 
ROCHESTER 


ith, 


— 


JACKSONVILLE, FLA. 


The National City Company 


National City Bank Building, New York 


BONDS + SHORT TERM 


NOTES ACCEPTANCES 


ing the date of issue, out of money accruing 
to the guaranty fund. 


Operation of Guaranty Law 


LARGE deficit, growing each day 
larger, marks the present dilemma of 
the guaranty fund. 

The total receipts under the law from 
assessments of banks from Feb. 1, 1916, to 
Jan. 1, 1926, were $3,167,473. Of this 
amount $3,068,200 had been used by Jan. 
1, 1926, to pay depositors of closed banks, to 
make readjustments and to manage failed 
banks. There had been received back into 
the fund from the liquidation of assets of 
failed banks, $221,547. This left a balance 
of $320,820 still unused at the close of the 


year 1925. If we add to this the assess- 
ment income for the year 1926, amounting 
to $265,907, we have $586,727, and whatever 
may be realized from the liquidation of the 
assets of failed banks, to meet the total 
liabilities of the guaranty fund. 

As to the liabilities, the total is fast ap- 
proaching the staggering figure of $50,- 
000,000. According to law this unpaid lia- 
bility was to be represented by negotiable 
certificates bearing an annual interest of 5 
-per cent. Under these conditions we have 
the interesting situation of an annual in- 
come of less than $300,000 trying to pay 
off an indebtedness of nearly $50,000,000 
with an annual income increase of nearly 
$2,500,000. It is estimated, however, that 
the liquidation of the assets of failed banks 
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Building for Tomorrow’ 


The “Factor of Safety” is a familiar term to engineers. 

Its simplest definition is perhaps “where six rivets 
be: 

seem sulticient—place ten.” Six may do for today, but 

the demands of tomorrow arebeyond our anticipation. 


The First National Group in Detroit deals in a pres- 
ent which is built upon the past and pointed toward 
the future. Its past comprises 63 years of faithful 
service to the industries of Detroit—a service which 
has played an integral part in the evolut’on of a once 
sleepy little town into the greatest industrial city of 
the world. It is upon the solidity of this successful 
past that the cornerstone of the present is laid. That 
is why the capitalists of the past relied with confi- 
dence upon this institution. That is why the capi- 
talists of today transact a tremendous volume of 
business through it. And that is why they are today 
building for tomorrow the close bond and association 
which will, in the future, enable them to utilize to 
the fullest the resources and experienced knowledge 
of the first National Group in Detroit. 


FIRST NATIONAL BANK 
. CENTRAL SAVINGS BANK 
= FIRST NATIONAL Co. °? DETROIT 


may reduce this from 30 to 50 per cent, 
but the situation seems to be hopeless, even 
if the most optimistic estimates are realized. 

On Jan. 1, 1926, this indebtedness was 
represented by $30,582,140 of certificates of 
indebtedness outstanding, by $1,901,825 of 
authorized certificates, and by $10,894,026 of 
undetermined deposit claims. Total liabili- 
ties were $43,377,992 on that date, but due 
to numerous bank failures during the year 
of 1926 this has increased to nearly $50,- 
000,000. 

Up to March 1, 1923, the guaranty fund 
was solvent and paid all claims in full, but 
between March 1, 1923, and March 1, 1924, 
the number of bank failures was such that 
payments could not be made in full and 


since then payments have been made only on 
the percentage basis. In cases where banks 
failed prior to March 1, 1923, and litigation 
delayed payment from the guaranty fund, 
the state supreme court now holds that 
claimants in the cases, if they finally suc- 
ceed in establishing their claims, are entitled 
to the same rights as if the claims had been 
allowed at the time the bank failed. 

In another interesting decision, the 
supreme court has also decided that a state 
bank may nationalize by paying only its 
current indebtedness to the guaranty fund 
and thus escape any future burden in paying 
off the deficit. It is not likely, however, 
that many state banks will nationalize, since 
many would have difficulty in raising the 
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additional capital and do not care t) incur 
the additional liabilities necessary 10 such 
an action. 

In this connection the trend of bank 
failures is interesting. From 1916 to 1922 
the number of state banks increased from 
498 to 562 and the average number o/ banks 
in suspension at any one time was about 
thirteen. But a radical change took place in 
the biennium from 1922 to 1924. Bank 
failures during this period increased from 
13 to 139, or 126 new bank failures occurred, 
From 1924 to Sept. 30, 1926, 93 more banks 
failed, bringing the total to 232 failed banks. 
This has been increased lately hy some 
twenty bank failures, so that at present 
about 50 per cent of the state hanks of 
South Dakota have become insolvent, bring- 
ing all the disturbed conditions generally 
prevalent with the breaking down of the 
credit mechanism. 

During the legislative session of 1925 a 
law was passed which virtually repealed the 
guaranty law, but this was referred to a 
popular vote in the fall election of 1926 
and rejected. Thus the present legislature 
of 1927 has the banking problem on its 
hands. 

One of the 
guaranty law 
it stimulated 


biggest indictments of the 
in South Dakota is that 
reckless and _ irresponsible 
banking and created an attitude of false 
security for bank deposits. State banks 
were allowed to advertise on their windows 
and in the newspapers that their deposits 
guaranteed by the state. Hence the 
grew that state bank deposits 
protected and that, if the 
state would make up the 
loss. No wide efforts were made on the 
part of the state banking department to 
correct this situation and to show that de- 
posits were protected only up to the extent 
of the guaranty fund, which would prove in- 
sufficient in case of numerous bank failures. 

Again, the act became operative during a 
period of rising prices and great business 
optimism. Entirely too many banks had 
been organized and credit became easy and 
highly speculative. Banks were not properly 
examined and regulated as to reserves and 
legitimate loans. Under conditions like 
these, the guaranty law undoubtedly stimu- 
lated recklessness in banking. Many citizens 
of the state now hold that, since people 
were allowed generally to believe that their 
deposits were safely protected, the state is 
morally obligated to make up the loss 
through taxation, although there is no such 
obligation in the act itself. 

As was pointed out above, the strong 
banks have felt that the principle is wrong, 
since it allows weak banks a competitive 
advantage which their business does not 
justify and burdens unjustly conservative 
banking without eliminating the weakness of 
unsound banking. 

Fron#*the above facts it seems safe to 
assume that under the recent banking con- 
ditions in South Dakota, the guaranty law 
promoted rather than retarded unsafe and 
unsound banking. It was especially per- 
nicious in that it failed to focus attention 
on the individual strength of the local bank 
itself. It hindered the belief, so funda- 
mental to sound banking, that a banking 
institution and its liabilities are no more 
sound that the business practices of its di- 
recting bankers. 
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White Conquest 
(Continued from page 578) 


rubber tree, Hevea, is of a superior quality 
and has now practically replaced all other 
varieties in the Far East. 

It was about the middle of the nineteenth 
century that an Englishman succeeded in 
smuggling some seeds of the Brazilian or 
Para rubber tree out of Brazil and devel- 
oping them first at the Kew Gardens in 
London. From here the variety was trans- 
ferred to Ceylon, and from there to the 
Malays and the Indies. In these tropical 
regions of high precipitation and humidity, 
with suitable soil and equable temperature, 
the Para rubber thrives in artificial plant- 
ings even better than in its native haunts 
on the Amazon. 

The subjugation of the wild varieties has 
now become almost complete. Only about 
8 per cent of the world’s present supply 
of rubber comes from the virgin forest. 
The quality of rubber from these sources 
is poorer because collected under less favor- 
able conditions. 

With the enormous demand created for 
rubber by the expansion of the motor in- 
dustry, the story of rubber, like the story 
of oil, is an Aladdin’s tale. It taxes one’s 
credulity to the utmost to believe the tales 
of fabulous wealth that this new economic 
demand has created. It has subjugated the 


jungle, built the well-paved highways, made ® 


Singapore the rubber mart of the world, 
and brought wealth to those who plunged 
and won as well as disaster to those who 
plunged and lost. 

With the recent advance in the price of 
rubber a few years ago, the Fast Indian 
native himself has gone in for artificial 
plantings. 


The Native Also Learns the 
Trick 


HERE cultivation is attempted un- 

der foreign direction, it requires large- 
scale operations. The rubber groves must 
be sufficiently large to distribute the ex- 
pensive overhead costs. But the native is 
quickly learning that he, too, can put in 
a few trees here and there and tap them. 
He finds this is quite as profitable for him 
as it is to work for the white man and let 
his overlord walk off with most of the 
profits. The increased production of native 
rubber in the East Indies has in the last 
few years been phenomenal. The Javanese 
officials told me this last season that within 
a year or two practically one-half of the 
rubber output of the Indies would be of 
native origin. 

It is rather significant in Java that a 
much larger proportion of rubber money 
received by the natives stays in that coun- 
try than is the case with the European 
rubber estates. In 1925, 86,000 tons of na- 
tive grown rubber, worth $100,000,000, was 
produced, while the 105,000 tons of “estates” 
or European-controlled rubber returned to 
Java about $60,000,000, the rest of the price 
going abroad as profits and interest on in- 
vested foreign capital. 

Already the Malays on Sumatra are be- 
coming the proud possessors of motor cars, 
spending their rubber money like the white 
man for those things which represent a 
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RESOURCES 


Stockholders’ Uncalled Lia- 


bility 
Cash and Due from Banks 


$5,000,000.00 


$11,076,476.67 


Bankers’ Acceptances and Call Loans Se- 


cured by Acceptances 


U. S. Government Securities 
Other Securities and Advances 
Liability a/c Acceptances 


Customers’ 
and Letters of Credit 


10,965,459.92 
11,495,726.16 
19,777,785.68 


52,306,631.97 
$105,622,080.40 


LIABILITIES 


Subscribed Capital and 


Surplus 


Capital and Surplus paid in 


Undivided Profits 


Due to Banks and Customers 


$15,250,000.00 


$10,250,000.00 
3,902,703.49 
35,876,466.00 


Acceptances and Letters of Credit Out- 


standing 


Reserve for Taxes, Dividends, etc 


PAUL M. WARBURG 
Chairman 


55,200,008.3& 
392,902.53 


$105,622,080.40 


F. ABBOTT GOODHUE 
President 


52 Cedar Street, New York 


rapid increase in the scale of living. Mean- 
while labor costs tend to mount. 

It is this factor which is likely to exert 
a material influence in the matter of re- 
striction in production, concerning which 
America is now so much interested. As 
America consumes three times as much rub- 
ker as all of the rest of the world, she is 
vitally interested in the price of the raw 
material. The Stevenson Restriction Act, 
which became effective in November, 1922, 
operates only with reference to the British- 
controlled supply. 

If the price of crude rubber declines 
below a certain figure, exports from British 
ports are correspondingly reduced, thus 
limiting the available outside supply. As the 
price rises, due to diminished supplies, the 
ports again are opened and the exports are 


increased. This clever device automatically 
controls the outside supply on the market, 
according to its needs, thus stabilizing the 
price. The law of supply and demand would 
operate in time, but this ingenious method 
1s designed to speed up the process, to stimu- 
late the normal operation of economic 
forces. But there is always someone ready 
to throw a monkey-wrench into a perfectly 
well-oiled machine just to see what will 
really happen. 

The Dutch control nearly 40 per cent 
of the world’s supply, while the British in 
the Malays, Ceylon, India and Burma 
control about 55 per cent. If the British 
had a virtual monopoly of rubber produc- 
tion like the Dutch have of quinine, they 
might make their restriction scheme work, 
but the Dutch output is a large enough 
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Bank officials 
are invited to 
write for a copy 
of “‘Ornamen- 
tal Bronze, 
SeriesA> There 


is no charge. 


Thinking of Building?— 


Ornamental Bronze symbolizes character and stability. 


This book contains examples of modern design and 


artisanship in this age-old metal. 


It shows the 


adaptability of ornamental Bronze for building fronts 


and entrances. 


COPPER t& BRASS 
RESEARCH ASSOCIATION 
25 Broadway — New York 


factor to interfere with British domination, 
and so the Dutch decided they would not 
join hands with the British under the 
Stevenson plan. 

Now that the native has taken a flier 
in rubber on his own hook, and as there 
are only 55,000,000 of them in the East 
Indies, the difficulties of the English secur- 
ing monopolistic control are materially in- 
creased. With crude rubber at $1 a pound 
(during the boom it reached $1.21), the in- 
centive for undue expansion was great. It 
is a source of much satisfaction to the 
Briton that he is getting back a part of the 
war debt in making America pay right 
royally for something to hold his inflated 
air, but the days of dollar-a-pound rubber 
are not likely to recur, more especially with 


the rise of the native-grown East Indian 
crop. 


The Day of Scientific Rubber 


Production 


_— rubber industry of the Orient has 
now gone through the expansive stage of 
over-planting and development. It is rapid- 
ly passing into the more scientific stage of 
efficient production. Both in the Federated 
Malay States and with the Dutch on Su- 
matra and Java, the industry itself has 
founded three splendidly equipped experi- 
mental stations for the study of the prob- 
lems relating exclusively to improved meth- 
ods of growing and manufacturing rubber. 
Plant growth is now being standardized 


with all of the exactness that obta 
the thoroughbred horse or pure-bre dairy 
animal. The methods that are so readily 
applicable with such annual crops as grains 
where hybridization will give resu! 
single year cannot be used with such pe- 
rennial stocks as trees that may tak. years 
to produce fruit. Plant breeding nicthods 
are, therefore, too slow to apply t» such 
things as rubber trees. 

Propagation by grafting and cutting js 
not readily made with rubber. }*\dding 
can, however, be employed, as ha; been 
done so successfully in recent years in the 
improvement of citrus fruits and the nut 
trees of California. At the Central Rubber 
Station in Java critical tests are mide of 
rubber produced from hundreds o!  indi- 
vidual trees to determine the elastic, \iscous 
and plastic properties of each sample. In 
this way only the best of the breed are 
kept. The ninety and nine are cast out as 
worthless to save only the best. 

From these best “mother trees” buds are 
taken and budded on the young seedlings, 
in this way carrying over the desirable 
qualities of the “mother” to new _plant- 
ings. This method of standardization and 
improvement has only been in operation 
for a few years, but already it has shown 
that the standardized plantings are recog- 
nized by the superior quality as well as 
the more uniform character of the output. 
Dr. Cramer, at the Buitenzorg Experiment 
Station, Java, has trees that yield six or 
seven times as much latex as average trees. 

With this scientific step a big advance in 
rubber culture has come. Chance is elimi- 
nated. Guesswork goes a-glimmering. The 
rubber of the jungle takes its place with 
the orange and the apple as an improved 
strain in which man has outwitted nature 
by allowing only the best to survive. The 
improvement of rubber is yet a long way 
behind that of sugar cane and quinine, so 
far as Java is concerned, but the imperi- 
ous demands of an industry that has so 
much at stake as the motor industry will 
undoubtedly force further advance at a fast 
and furious rate. 


Will America Sit Still? 


EANWHILE, what will America do? 

Mindanao, in the Philippines, can and 
is growing rubber as successfully as in 
Java or Malay, but the land laws of the 
Filipinos, which preclude the possibility of 
any organization or individual owning more 
than 2500 acres, makes American capital 
hesitate to enter this field in any large way. 
The political situation also exerts a similar 
effect. Labor is relatively high in the 
Philippines compared with the brown Malay 
or the yellow coolie who finds in these 
tropical regions, under white guidance a 
much better chance to work than he does 1n 
his own war-ridden country. 

Meanwhile Firestone has gone to the west 
coast of Africa, in the negro republic of 
Liberia, to spend millions in an attempt to 
develop his own supplies of crude rubber. 


with 


in a 


A. B. A. Convention Date 


Houston, Tex., was decided upon at the 
time of the last convention as the place tor 
the 1927 convention. The time has now 
been fixed’ as the week of Oct. 24. 
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New Books 


SECURITY SPECULATION: THE 
DAZZLING ADVENTURE. By Lau- 
rence H. Sloan. 272 pages. Published by 
Harper & Brothers, New York. $3.50. 
Plai:ly disavowing the intention of sup- 

plying the data that are needed to “trans- 
mute speculative uncertainty into speculative 
wisdom,” the author modestly states that 
he proposes to nibble at one corner of the 
problem by presenting a careful study of 
the price movements of twenty-eight stocks, 
regarded as “leaders” in 1914, to discover 
the relative speculative value of common 
and preferred stocks. He reaches interest- 
ing conclusions as to speculative possibilities. 
Naturally, he does not refute the time- 
honored formula of “buying ’em low and 
selling ‘em high,” but Mr. Sloan maintains 
that there is a far greater possibility of 
profit in buying for the “long swing,” and 
thus profiting by the major stock movement 
that generally lasts for a year or two, than 
in buying stocks and holding them for the 
“long pull,” which means for a number of 
years, as is conveyed by the expression “buy- 
ing for the strong box.” However, gratify- 
ing gains are possible by the “long pull” 
type of operation, he states, if the securities 
are purchased in the latter stages of a bear 
market or in the early stages of a bull 
market. 

Contrary to the revered tradition, he as- 
serts, the average common stock does not 
yield its owner a high return if it is held 
merely for income. It yields a high income 
only when price appreciation is combined 
with dividends. He finds that it is the ex- 
ceptional security which returns an adequate 
profit if it is purchased at the wrong time, 
and likewise the exceptional security that 
fails to return an adequate profit if it. is 
purchased at the right time. Preferred 
stocks have moved much more closely with 
speculative common stock prices than with 
the prices of any other classes of securities 
or interest bearing obligations, he states, 
and therefore the speculative influence has 
been more dominant than the yield influence 
in the determination of preferred stock 
prices. 

The book is full of concrete, rather than 
theoretical, information. 


CORPORATE RESOLUTIONS. By Isa- 
bel Drummond. 311 pages. $6. Pub- 
lished by the Ronald Press, New York. 


This is a handbook, containing 359 ex- 
pertly framed and amply tested resolution 
forms, with an analysis of the law govern- 
ing their use, intended for corporation ex- 
ecutives, lawyers, accountants and others 
who are concerned with the operations of 
corporate businesses. 


CREDITS AND COLLECTIONS. By 
Richard P. Ettinger and David Golieb. 
520 pages. $5. Published by Prentice- 
Hall, Inc., New York. 


This is a revised edition of a book which 
now includes a discussion of acceptances, 
credit ratios, collection letters, methods of 
collecting foreign accounts and other sub- 
jects. The general object of the book is 
declared to be to set forth in proper detail 
the correct principles and practices of credit 
management, with special attention to mer- 
cantile credit. 


Twenty-three Bank Buildings 


Costing $5,800,000 


OMPLETELY designed, built 

and equipped by the St. Louis 
Bank Building & Equipment 
Company. 


We do a national business, having 
had contracts for bank building, 
designing or equipping for institu- 
tions in thirty-six states of the 
Union. 


7 7 7 7 


Our latest publication, “Preliminary 
Service for Comtemplated Bank Build- 
ings,” describes how any banker may 
plan a building with assurance that he 
will not be disappointed in design, in- 
terior arrangement or final cost of the 
project. 


A copy of “Preliminary Service” will be mailed you on request 


ST. LouIs BANK BUILDING 


AND EQUIPMENT COMPANY 
Banks Exclusively 
NINTH AND SIDNEY STREETS 


+ ST. LOUIS, MO. 


Currency Chaos 
(Continued from page 568) 


pays the cook on the basis of small money 
in which the purchases are made. But each 
day’s exchange value of the dollar in small 
coin must be known and used in calculations. 
Small wonder that most people give it up 
and pay in the standard dollars and oriental 
patience wins again. 


High Finance in Brass 


No? yet can we consider the paper dollar, 
that prototype of high finance which 
is comparatively unimportant in real Chinese 


life. Going- back to the tael or Chinese ounce 
of silver another vista of trouble opens up. 
In the original or at least the theoretical 
system of old time money in China the silver 
tael and its fractions were supplemented by 
copper or brass coins known as cash. At 
one time in theory tradition indicates that 
the silver tael was worth a thousand cash, 
known as a “string” of cash. The Chinese 
cash is the well-known thin, round copper or 
brass coin with a square hole in it known to 
curio purchasers in other lands chiefly be- 
cause the Chinese at one time strung and 
tied together on red cord these coins or 
baser metal imitations of them in such a 
way as to resemble swords, which they sold 
to foreigners for perhaps three times their 
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“Do You Know How I Select 
A Banking Connection?” 


HE speaker was a business man any bank 
would have welcomed as a client. 
“First of all I look for manifestations of man- 


agerial ability and integrity in the men I’m to do 


business with. 


I consider cleanliness and 


neatness of the banking premises one of the most 
important of these manifestations.” 

The cleanliness of the banking floor is one of 
the first things a client notices, and the surest in- 
dex to the general neatness of the bank. Scores 
of “live” banks prize the FINNELL Electric Floor 


Machine because it gets cleaner, more attractive 


floors at one-half the 


time or labor cost. It 


scrubs, lays wax, and polishes any type of floor at 
an electric current cost of about 3 cents per hour! 


Write for FREE book, “Your Questions An- 


swered by Users.” 


Tells how the FINNELL can 


save you money and safeguard the cleanliness of 


your bank. 


FINNELL SYSTEM, Inc. 


122 N. Collier St. 


Hannibal, Mo. 


Floor Machine Headquarters for Twenty-One Years 


District Offices in Principal Cities of U. S. 


Standard Bank Bidg., Ottawa, Ont., Canada 


Factories—Hannibal, Mo., and Ottawa, Ont., Canada 


FINNELL 


ELECTRIC FLOOR MACHINE 
It Waxes It Polishes It Sands~* It Scrubs 


value. The “string” of cash in theory rep- 
resented a tael and later in some places a 
dollar, and they were so called because the 
cash were strung on a cord to the value of 
a tael or dollar and passed from hand to 
hand as a single coin until they were broken 
up for small purchases. The strings, as 
indicated, in theory held a thousand cash to 
represent the tael or dollar, but herein also 
came the effects of the law of supply and 
demand and the actual metal value of the 
cash; for as the demand for cash increased 
or diminished in relation to the standard 
unit or as the value of the metal increased 
or diminished, the number of cash ina string 
increased or diminished. A string of cash, 
according to supply and demand or the value 
of the metal, might contain as low as six 
hundred or less cash or it might contain 


twelve hundred or more cash. Demand, 
supply, the value of metal, official pilfering 
or squeeze—any one or all of half a dozen 
factors entered into the matter. But the 
point is that most of the small purchases in 
China and even in the treaty ports and 
Hongkong were made in cash. The cash 
varied in value in relation to the tael or 
dollar; it varied in relation to the ten’ and 
twenty cent pieces; it varied on account of 
its own metal value. It varied in value in 
all these respects with each unit as each 
unit varied with each other unit and it 
varied in each and all these respects in all 
the various ports and markets of the coun- 
try. “For ways that are dark and tricks 
that are vain” the Chinese cash is peculiar. 

In time, too, the mints in China turned to 
the profitable business of coining copper 


—.. 


cents. Originally these were issued with the 
idea of supplanting the cash to some extent 
and especially to fit into the new dollar 
system with one hundred to the dollar and 
twenty and ten to the twenty cent end ten 
cent pieces respectively. For a time the 
coins were found so convenient that they 
passed at par, even above par at times. 
Then they commenced to vary with the value 
of the twenty and ten cent pieces i) rela- 
tion to the dollar, and later in relation to 
these coins themselves as well as io the 
dollar. There was enormous profit to the 
government, or provincial and mint officials, 
for a time, with the inevitable result that 
the business was overdone. Too many cents 
were coined, and their value fell almost to 
the metal value point. When the value of 
copper rose at the beginning of the Great 
War in relation to the price of silver, these 
coins were melted up by the hundreds of 
millions, and soon there was a_ shortage, 
which the high price of copper continued 
for some time. Then came another supply 
with the usual ups and downs in value, and 
so the use of copper and brass has con- 
tinued with constantly shifting values in 
response to supply and demand, the ever- 
present principle of money as a commodity, 


Origin of Paper Money 


T might be thought that paper money 

is the last of China’s monetary ills. In 
fact, it was among its first. Paper money 
was first issued in China about 806 A. D.,, 
when there was such a shortage of metallic 
money in the country that the government 
issued certificates of deposit, which soon 
came to be passed from hand to hand as 
currency. This paper money, because oi 
its convenience, became so popular in the 
course of a few decades that the govern- 
ment became alarmed lest metallic money 
lose its value; so paper money was sup- 
pressed. Under the Sung dynasty in 960 
A. D. certificates of deposit again were 
issued and used as money, and later such 
currency was issued on the basis of frac- 
tional reserves. But all these were 
comparatively small. In the struggle against 
the Tartars in the eleventh century, how- 
ever, came the first issue of notes without 
adequate security, the first currency inflation 
for revenue, with the usual result of the 
collapse of the system, bankruptcy and dis- 
tress. Since then, during all the centuries, 
there have been the ups and downs oi all 
varieties of inflation, fiat issues and a recur- 
rence to sound money—a swing to paper 
often in well-defined cycles and then back 
to basic silver and gold. Gold has seldom 
been used as currency in China because 
of its comparative scarcity and also because 
of its too great value for ordinary Chinese 
uses. 

To get back to notes. In comparatively 
recent times most paper money used in 
China has been issued by the British and 
other foreign banks in Hongkong and the 
treaty ports. It has been based upon de- 
posits of metal reserves and usually secured 
further by holdings of standard foreign se- 
curities. It has been sound money. With 
the advent of the republican régime at 
Peking, however, has come an epidemic ot 
paper money issues put forth by the govern- 
ment itself, by provincial governments, by 
Chinese banks and by a combination of 


issues 
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these authorities. The paper money issued 
by the foreign banks in Hongkong and the 
Chinese treaty ports has maintained a stable 
yalue of the silver dollar in each port, 
though usually not as between ports. Yet 
in these foreign bank-note issues has crept 
the same old principle of money as a 
commodity. 


Paper Money at a Premium 


T places in the interior these notes often 
A &k. ulate at a discount as compared 
with the silver they call for, since they rep- 
resent silver in the port where they were 
issued rather than at points in the interior. 
During the war, however, and especially 
since the beginning of the widespread ban- 
ditry and piracy due to chaotic conditions 
in the interior of China, these notes usually 
have circulated at a premium in view of 
their convenience in the transfer of large 
accounts as compared with the danger and 
inconvenience of the transport of large 
amounts of silver from place to place. 

In Hongkong during the war a strange 
situation developed. The colony, in line 
with the mother country and most other 
countries, protected its metallic reserves and 
its monetary system generally by prohibiting 
the export of silver. There was such a 
strong demand for Hongkong paper money 
in the interior for the payment for Chinese 
products of all sorts then so eagerly de- 
manded by the rest of the world that the 
Hongkong paper money not only went to 
a large premium in the interior of China 
compared with silver dollars, although such 
dollars were payable only in Hongkong and 
must be kept there, but even went to a 
large premium in the colony itself, and we 
had the curious fact that a promise of a 
Hongkong bank to pay a silver dollar on 
demand was worth as high as 20 per cent 
more than the dollar it promised to pay. 

As to Chinese paper money, there is little 
to be said. Some of it, issued against ade- 
quate reserves, has preserved its value for 
considerable periods. But almost invariably 
there has been inflation for revenue, espe- 
cially in issues put out by the various mili- 
tary dictators, with the resultant deprecia- 
tion and all the misery and distress such 
money carries in its train. Nevertheless, 
in all this kaleidoscopic change, the Chi- 
nese usually regard the silver tael or dollar 
as the real standard unit, and transactions 
in paper currency, including the payment of 
debts, when made in paper currency, are 
usually made with due reference to the 
actual value of the currency in the silver 
standard. In other words, repudiation has 
seldom been a factor in the situation. Not 
even Chang Tso Lin’s ukase and the be- 
heading of brokers has changed this innate 
determination of the Chinese public gener- 
ally to regard silver as the real unit of 
value, 


World’s History in Miniature 


HE history of the financial and mone- 

tary world lies in China’s monetary ex- 
perience. Money was first used in China as 
early as the times of T’ai Hao in 2953- 
2839 B. C.—some 4900 years ago. Chinese 
money has embraced nearly the whole of 
the gamut of human monetary ideas—gold 
and silver, pearls and precious stones, iron, 
copper, cowrie shells and tortoise shell, pa- 


accounts. 


| exclusive features. 
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Cut the cost of new business 


By getting more for the money you spend 


OW much does it cost to get new ac- 

counts for your bank? That is a prob- 
lem that is worrying many bankers, today. 
For even the healthiest business must grow 
in number of accounts, as well as in size of 
The bank that can get business 
cheaper than its rivals, earns more in the 
year. 


| Here is a new way of getting business that 


builds good will, that keeps your bank’s 
name before those who influence banking 


business. It is a way successfully employed 


|by hundreds of big banks all over the 


country. 


It’s Good Bank Advertising 


| This new way is Autopoint, the Pencil of 


Your bank’s name is 


| stamped on the barrel . . . you send or give 
it to those whom you want to reach. 


Autopoint is such an attractive gift that it 
nearby. Your 
comes to your prospect’s mind a dozen 


is always advertisement 


times a day. 


Clip the Coupon 
and Mail NOW! 


per and commodities. About the time of 
the birth of Christ there were in use in 
China twenty-eight different kinds of money 
—gold, silver of two qualities, four grades 
of tortoise shell, five grades of cewrie shells, 
ten grades of iron and other bell-shaped 
money, and six grades of copper. In one 
period there is said to have been a system 
of token money in which coins were issued 
in the shape of articles whose value they 
represented. A coin in the rough shape of 
a pair of Chinese trousers was issued to 
represent the value of trousers, a coin rep- 
resenting a shirt passed for a shirt, coins 
representing farming implements passed for 
the respective articles, and so on. Iron 
money was so generally in use once that it 


A new way many 
bank managers 
now employ 


He carries it with him in his 
pocket all the time. YOUR ad 


registers! 


And the cost of Autopoint is 
so small that the saving in “new 
business expense” offsets it many 
times over. 


Bank executives are invited to 
inquire further regarding Auto- 
point. Write on your letterhead, 
or use the coupon. Full infor- 
mation, an impressive list of 
nationally known users, and a 
sample of this amazing pencil, 
will be sent at once. 


Do not delay—find out about 
Autopoint now. 


Made of Bakelite 
AUTOPOINT COMPANY, 
4619 Ravenswood Ave., Chicago, Ill. 


Without obligation, please send booklet, 
business-building proposition, Prices of 
and stamping, and full information. 


your 
pencils 
Nam> 

Firm 


Address 


became so burdensome that a system of pa- 
per money followed. In A. D. 220 an im- 
perial decree abolished metallic money and 
substituted measures of grain and rolls of 
silk as the monetary standard. Prof. Irving 
Fisher isn’t so new in his ideas after all. 
Coming down to these later days we have 
the shifty native government paper money 
which the military dictators are attempting 
to use as the unsteady base of an inverted 
pyramid of gold, silver, copper and brass, 
each shifting in value in relation to the 
money of the rest of the world in its rela- 
tions with every other unit in the pyramid 
and with the whole. It is no wonder that 
foreigners have so long insisted upon a re- 
form of the system. Prof. Jeremiah Jenks, 
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Condensed Statement, December 31, 1926 


RESOURCES 
Cash on Hand, in Federal Reserve Bank 


and Due from Banks and Bankers 
U. S. Government Bonds and Certificates. . 


Public Securities 
Other Securities 
Loans and Bills Purchased 


Real Estate Bonds and Mortgages 
Items in Transit with Foreign Branches... . 
Credits Granted on Acceptances 


Real Estate 


Accrued Interest and Accounts Receivable. . 


$168,736,406.58 
32,454,363.83 
16,120,214.43 
28,070,076.49 
421,315,108.91 
3,289,225.00 
10,180,623.79 
45,412,465.40 
8,008,186.04 
6,248,294.72 


$739,834,965.19 


LIABILITIES 


Capital 
Surplus Fund 
Undivided Profits 


Accrued Interest, Reserve for Taxes, Etc.. . 


Acceptances 


Outstanding Treasurer’s Checks 


Deposits 


then of Cornell, made a study of the system 
with a view of a plan of reform back in 
1904, and published a masterly report. Dr. 
Vissering of the Netherlands Bank made 
a similar study just before the World War 


and issued two large volumes of another ° 


masterly report. Nor is the present sys- 
tem due to a lack of astuteness among the 
Chinese themselves. Plenty of brains have 
been given to the subject, though it is 
doubtful if any of the foreign experts have 
realized the fundamental need of the Chi- 
nese people in the way of small currency, 
for upon that rock have the ships of mone- 
tary reform usually been wrecked. The 
Chinese realize their needs in that line more 
perfectly than any experts. Perhaps that 
is the reason they bear with the system as 


$25,000,000.00 
20,000,000.00 
5,958,981.13 


$50,958,981.13 


4,101,750.57 
45,412,465.40 
34,401,561.36 
604,960,206.73 


$739,834,965.19 


it is. After all, the mass of common 
people do business with each other upon a 
basis of barter represented by small brass 
or silver money current at the time. The 
money changers and money middle men, the 
government and its satellites, grow fat, but 
in the philosophy of Chinese experience they 
would grow fat anyway; so why worry 
about the method? 


Gold Stock Grows 


é rer United States’ stock of gold, which 
is the greatest in all the world, was en- 
larged slightly last year. Gold imports 
amounted to $16,971,857, according to the 
U. S. Department of Commerce, while ex- 
ports amounted to $7,196,278. 


Februa 


Hull Amendmen: 
(Continued from page 554 


examiner a misdemeanor and impos: 
alties on bank examiners, who obta' these 
loans or gratuities. The law p: Viding 
penalties for the unlawful certification of 
checks is strengthened. 

The bill provides that national ba: 
be organized in the outlying sections oj 
large cities with a capital of not less than 
$100,000 instead of the $200,000 now re- 
quired, provided the laws of the <:ate in 
which they are located permit state banks in 
such outlying sections to be organizcd with 
a capital of $100,000 or less. This jeature 
is expected to make it easier for a sational 
bank to be set up in the outlying sec- 
tions of big cities without requiring them to 
raise capital that is generally beyond the 
means of small bankers. 

So that national banks may anticipate the 
need for a new banking building, the bill 
would authorize them to acquire real estate 
to serve as a new site. 

Another section grants the same exemp- 
tion to farm loan bonds that is accorded to 
other federal securities, so that national 
banks may buy them without being subject 
to the limitations that apply to ordinary 
investments in general securities. 


2 pen- 


may 


McFadden Measure is an Anti- 
Branch Banking Bill 


ESPITE all of these important provi- 

sions, the most significant part of the 
measure is the most far-reaching and defi- 
nitely restrictive limitations on branch bank- 
ing that Congress has ever written into a 
banking law. 

National banks are forbidden to establish 
branches in any of the twenty-six states 
which do not now permit state banks to 
have branches. 

In the twenty-two states which sanction 
branch banking, Congress prohibits any na- 
tional bank from setting up a branch be- 
yond the corporate limits of the cities. Not 
even a city branch can be opened in cities 
having a population of less than 25,000. 
This means that a national bank can not 
engage in county wide or state wide branch 
banking and protects the small independent 
bank from the possibility of big city na- 
tional associations invading their territory 
in the smaller centers. 

The measure provides for the retention 
by state banks upon nationalization, conver- 
sion or consolidation with a national bank 
of all branches set up before the McFadden 
bill becomes a law, but it bans state banks 
from joining the Federal Reserve System 
unless they relinquish any outside branches 
opened after the passage of this measure. 

The granting of indeterminate charters 
to the Federal Reserve banks is, of course, 
an action of transcendent importance to 
business and banking in this country. 

The charters of the Federal Reserve 
banks do not expire until 1934 but, by tak- 
ing action at this time, Congress removes all 
doubt as to the continuation of the system 
and gives this heartening assurance to 
banking and business. 
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McFadden Bill 


(Continued from page 584) 


same form in which it is made to the comptroller, 
shall be published in a newspaper published in the 
place wiere such association 1s established, or if 
there is no newspaper in the place, then in the 
one published nearest thereto in the same county, 
at the expense of the association; and such proof ot 
publication shall be furnished as may be required 
by the comptroller. The comptroller shall also have 
power to call for special reports from any particular 
association whenever in his judgment the same are 
necessary in order to obtain a full and complete 
knowledge of its condition.” 


Barring Loans to Bank Examiners 


Sec. 14. That section 22 of the Federal Reserve 
act, subsection (a), paragraph 2 thereof, be 
amended to read as follows: 

“(a) No member bank and no officer, director, 
or employee thereof shall hereafter make any loan 
or grant any gratuity to any bank examiner. Any 
bank ofticer, director, or employee violating this 
provision shall be deemed guilty of a misdemeanor 
and shall be imprisoned not exceeding one _ year, 
or fined not more than $5,000, or both, and may 
be fined a further sum equal to the money so 
loaned or gratuity given. 

“Any examiner or assistant examiner who shall 
accept a loan or gratuity from any bank examined 


by him, or from an officer, director, or employee - 


thereof. or who shall steal, or unlawfully take, or 
unlawfully conceal any money, note, draft, bond, 
or security or any other property of value in the 
possession of any member bank or from any safe 
deposit box in or adjacent to the premises of such 
hank, shall be deemed guilty of a misdemeanor and 
shall, upon conviction thereof in any district court 
of the United States, be imprisoned for not exceed- 
ing one year, or fined not more than $5,000, or 
both, and may be fined a further sum equal to the 
money so loaned, gratuity given, or property stolen, 
and shall forever thereafter be disqualified from 
holding office as a national bank examiner.” 


Five Year Real Estate Loans 


Sec. 15. That section 24 of the Federal Reserve 
act be amended to read as follows: 

“Sec. 24. Any national banking association may 
make loans secured by first lien upon improved real 
estate, including improved farm land, situated 
within its Federal reserve district or within a radius 
of one hundred miles of the place in which such 
bank is located, irrespective of district lines. A 
joan secured by real estate within the meaning of 
this section shall be in the form of an obligation or 
obligations secured by mortgage, trust deed, or 
other such instrument upon real estate when the 
entire amount of such obligation or obligations is 
made or is sold to such association. The amount 
of any such loan shall not exceed 50 per centum of 
the actual value of the real estate offered for se- 
curity, but no such loan upon such security shall 
be made for a longer term than five years. Any 
such bank may make such loans in an aggregate 
sum, including in such aggregate any such loans 
on which it is liable as indorser or guarantor or 
otherwise equal to 25 per centum of the amount of 
the capital stock of such association actually paid 
in and unimpaired and 25 per centum of its unim- 
naired surplus fund, or to one-half of its savings 
leposits, at the election of the association. subject 
to the general limitation contained in section 5200 
of the Revised Statutes of the United States. Such 
banks may continue hereafter as heretofore to re- 
ceive time and savings deposits and to pay interest 
on the same, but the rate of interest which such 
banks may pay upon such time deposits or upon 
Savings or other deposits shall not exceed the max- 
imum rate authorized by law to be paid upon such 
deposits by state banks or trust companies organ- 
ized under the laws of the state wherein such na- 
tional banking association is located.” 


Lower Par Value of National Bank Shares 


‘s Sec. 16. That section 5139 of the Revised 
Statutes of the United States be amended by insert- 
ing in the first sentence thereof the following 
words: “or into shares of such less amount as may 
be provided in the articles of association” so that 
t Section as amended 'shall read as follows: 

_ “Sec. 5139. The capital stock of each associa- 
tion shall be divided into shares of $100 each, or 
into shares of such less amount as may be pro- 
vided in the articles of association, and be deemed 
personal Property, and transferable on the books of 
e association in such manner as may be pre- 
scribed in the by-laws or articles of association. 
pt person becoming a shareholder by such 
transfer shall, in proportion to his shares, succeed 
> - tights and liabilities of the prior holder of 
pom , shares; and no change shall be made in the 
i icles of association by which the rights, reme- 
les, or security of the existing creditors of the 
association shall be impaired.” 


Smallest Number of Shares Directors 
May Own 


section 5146 of the Revised 
of the United States as amended be 
y inserting in lieu of the second sentence 


Sec. 17. That 
Statutes 


amende | 


AMERICAN BANKERS ASSOCIATION 


Deposits 
(December 31, 1926) 
$201,171,872.84 
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Resources 
(December 31, 1926) 
$236, 738,126.69 


MARINE 
TrRusT GOMPANY 


OF BUFFALO 


thereof the following: “Every director must own 
in his own right shares of the capital stock of the 
association of which he is a director the aggregate 
par value of which shall not be less than $1,000, 
unless the capital of the bank shall not exceed 
$25,000, in which case he must own in his own 
right shares of such capital stock the aggregate 
value of which shall not be less than $500,’’ so 
that the section as amended shall read as follows: 
“Sec. 5146. Every director must, during his 
whole term of service, be a citizen of the United 
States, and at least three-fourths of the directors 
must have resided in the state, territory, or dis- 
trict in which the association is located, or within 
fifty miles of the location of the office of the asso- 
ciation, for at least one year immediately preced- 
ing their election, and must be residents of such 
state or within a fifty-mile territory of the location 
of the association during their continuance in office. 
Every director must own in his own right shares of 
the capital stock of the association of which he is 
a director, the aggregate par value of which shall 
not be less than $1,000, unless the capital of the 
bank shall not exceed $25,000, in which case he 
must own in his own right shares. of such capital 
stock the aggregate par value of which shall not 
be less than $500. iS director who ceases to be 


the owner of the required number of shares of the 
stock, or who becomes in any other manner dis- 
qualified, shall thereby vacate his place. 


Extending Federal Reserve Bank Charters 
Indeterminately 


Sec. 18. That the second subdivision of the 
fourth paragraph of section 4 of the Federal Re- 
serve Act be amended to read as follows: 

“Second. To have succession after the approval 
of this act until dissolved by act of Congress or 
until forfeiture of franchise for violation of law. 


Discontinuing Reserve Bank Branches 


Sec. 19. That section 3 of the Federal Reserve 
Act, as amended, is further amended by adding at 
the end thereof the following: y 

“The Federal Reserve Board may at any time re- 
quire any Federal Reserve Bank to discontinue any 
branch of such Federal Reserve Bank established 
under this section. The Federal Reserve Bank 
shall thereupon proceed to wind up the business of 
such branch bank, subject to such rules and reg- 
ulations as the Federal Reserve Board may pre- 
scribe.” 
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Factory-ized Farming 


“CATERPILLAR” POWER 
traction and dependability give your 


farmcustomers the same modern weap- 
ons with which J, ndustry has conquered 


its production problems : 


...increased output per man 
... decreased cost per unit 
There is a 


Caterpillar’ Dealer 
Near You 


Prices 
a> 
2-TON . $1850 


( Peoria, Illinois) 


THIRTY $3000 


( Peoria or 
San Leandro) 


| SIXTY . $5000 
| (‘Peoria or 
San Leandro) 


3827 


CATERPILLAR TRACTOR Co. 


Executive Offices: San Leandro, California, U.S.A. 
Sales Offices and Factories: 

Peoria, Illinois 

New York Office: 50 Church Street 


BEST 


San Leandro, California 


Successor to 


turing Company” LLOLT 


Four Regional Savings Conferences 


SERIES of four regional savings con- 
ferences, at which a number of phases 
of banking practice relative to savings de- 
posits will be presented by bankers of suc- 
cessful experience, will be sponsored by the 
Savings Bank Division of the American 
Bankers Association during March and 
April. 
The first regional conference will be held 
on March 17-18 at Oakland, Cal. The dates 
of the other three are: Cleveland, March 


24-25; St. Louis, March 29-30 and Wash- 
ington, D. C., April 7-8. 

One of the major purposes of the confer- 
ences will be to develop plans for securing 
an increase in the volume of savings that 
will be comparable to the rapid increase in 
recent years of the number of savings ac- 
counts. However, the subjects to be dis- 
cussed at these conferences, to which all 
members of the American Bankers Associa- 
tion will receive invitations, will be per- 
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tinent to the problems concerning all banks 
interested in savings deposits. 

While the programs for all these cop. 
ferences have not been completed, attention 
will be given to meeting the competition of 
institutions, which are seeking to attract 
funds that otherwise would go into savings 
accounts. Bankers, who have devised syc- 
cessful plans for financing mortgages, which 
are repaid by home owners on the install- 
ment plan, will explain their methods. 

As there seems to be an increased interest 
on the part of banks furnishing securities to 
their savings customers, this phase of bank. 
ing will be covered, as well as the require- 
ments of country banks in the matter of 
safe deposit boxes. 


R. MOREHOUSE, vice-president 
@of the Security Trust and Savings 
Bank of Los Angeles and President of the 
Savings Bank Division, will preside at 
the four conferences. The members of the 
committees so far organized for the west- 
ern, mid-western and eastern conferences, 
selected from officials of banks in Oakland, 
St. Louis and Washington, respectively, are 
as follows: 


Western Conference 

Chairman, C. D. Bowman, Central Say- 
ings Bank; Vice-Chairman, A. E. Caldwell, 
The Oakland Bank; Treasurer, Louis J. 
Tesio, Bank of Italy. 

Mid-Western Conference 

Chairmen, H. H. Reinhard, National 
Bank of Commerce; Noble R. Jones, Sav- 
ings Executive, First National Bank of St. 
Louis; Mrs. L. D. Sultzer, Mercantile Trust 
Company; E. L. Taylor, Boatmen’s Na- 
tional Bank; G. B. Trigg, Liberty Central 
Trust Company. 

Eastern Conference 

Chairman, Howard Moran, American 
Security & Trust Co.; Vice-Chairman, 
Harry V. Haynes, Farmers & Mechanics 
National Bank, Georgetown and Chairman, 
Washington Clearing House Association; 
Secretary, Francis G. Addison, Jr., Security 
Savings and Commercial Bank; Treasurer, 
Victor B. Deyber, Second National Bank. 

The committee for the Central Confer- 
ence is in process of organization by the 
Clearing House Association, at this writing. 


Made More Money 
Than the Mints 


EVERAL vast American 
made more money than all of the United 
States mints last year. 

The earnings of the General Motors Cor- 
poration, the United States Steel Corpora- 
tion, the American Telephone & Telegraph 
Company, the Pennsylvania Railroad and 
possibly other huge industrial companies ex- 
ceeded $102,828,001—the value of the total 
coinage of the three Federal mints at Phila- 
delphia, Denver and San Francisco. 

In all, there were 314,614,769 coins struck 
off. The bulk of the value is accounted for 
by the gold coins which were executed. The 
mints coined 3,339,250 double eagles, 1,014, 
000 eagles, 200,226 quarter eagles of the 
special Sesqui-Centennial design, and 446, 
000 of the standard $2.50 gold pieces. The 
value of the gold coinage was $78,540,565. 
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Association Publications 


HE following pamphlets are available 

for distribution to members of the 
American Bankers without cost, excepting 
where otherwise noted. In some cases the 
number available for distribution is small, 
and requests for them can be complied with 
only as long as they last. Requests should 


be addressed to the department to which | 


they relate. 


Protective Department 


Better Be Safe Than Sorry* 
Dependable Bank Insurance 


Confidential Report of American Law Institute on 
Survey and Statement of the Defects in Criminal 


Justice 
Stepping Ahead of the Bank Crook ' 
Approved Bank Burglary Protection Appliances 
Abstracts of ‘“Baumes Laws” (New York State) 
Prevention Means Protection 
Preliminary Outline of New York State 
Parole System 
Report of the Protective Committee, 1926 


Prison 


*\ confidential book giving Protective Committee 
rules, instructions and suggestions as to the bank’s 
action in the event of a burglary or holdup; the 
ways of all types of bank criminals, with detailed 
precautions against their attacks; and the telegraphic 
cipher code used by the Protective Department. 
This book was circulated to every member bank 
in 1923 and has also been supplied to every bank 
enrolling since then. 


American Institute of Banking 


Report of the Departmental Conferences, held 
at the Baltimore Convention of the American In- 
stitute of Banking. This volume, 768 pages, con- 
tains addresses and discussions on Audits and 
Examinations, Bank Administration, Bonds and 
Investments, Business Development and Advertis- 
ing, Checks and Collections, Credits, Foreign Trade 
and Foreign Exchange, Savings Banking, and 
Trust Functions. Twenty-five cents postage re- 
quired. 

Report of the Departmental Conferences held at 
the Kansas City Convention of the American In- 
stitute of Banking. 
tains addresses and discussions on Audits and 
Examinations, Bank Administration, Bonds and 
Investments, Business Development and Advertis- 
ing, Checks and Collections, Credits, Foreign Trade 
and Foreign Exchange, Savings Banking, and Trust 
Functions. Twenty-five cents postage required. 


Savings Bank Division 


“The Secret of Thrift,” an outline of fourteen 
pages by Clifford Brewster Upton, which is dis- 
tributed at a cost of 15 cents. 

A complete summary of the activities of the 
building and loan associations in relation to banks 
in the United States. 

_A booklet on Industrial Savings Banking, which 
discusses in detail the matter of banking by means 
of the pay-roll deduction method. 

A folder giving specific detailed requirements in 
making loans on Soldiers’ Adjusted Compensation 
Certificates. 


Clearing House Section 


Standardization of Checks. 

Conversation Between a Depositor and a Banker 
Regarding Service Charges on Small Checking 
Accounts. 

Does the Account Pay—A Simple Method of An- 
alyzing Checking Accounts. 

Small Accounts Should Pay Their Way. 

Why a Clearinghouse Association? 

The Ideal Clearinghouse. 

Proceedings of Managers and Examiners Con- 
ference. 

Give the Country Bank the Additional Protection 
of Clearinghouse Examinations. 

Clearinghouse Associations—The Only Method of 
Preserving Independent Banking. 


State Bank Division 


Some Long View Policies for Improvement of 
the Farmer’s Profit. 

_ Renort of Committee on Federal Reserve Rela- 
tionship. 

Varying Powers of State Bank Commissioners. 
. Principles and Progress in Cooperative Market 
ing of Farm Products. 

State Bank Supervision and Trend of State Bank 
gislation. 

Strengthening State Banks. 

Uniformity of Banking Laws. 

Better Banking. 


This volume, 687 pages, con- | 
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Up 


on your 
Mat Needs Now 


Wear Proof Mats COST LESS— 

They NEVER Wear Out— 

The first cost is the LAST cost— 

Have GREATER scraping surface— 

Clean the feet BETTER— 

EASIER to clean and handle— 

Roll up like a rug— 

ALWAYS lie flat and STAY flat— 

More SANITARY—germ and waterproof— 


Trap 


the dirt—Keep it from spreading— 


End your mat troubles and expense. 


Adopted and used in over 50,000 of the best buildings, hotels, 
theatres, stores, banks, hospitals, schools and factories in the U. S. 


WEAR-PROOF MATS 


Built in link form of steel and asphalt impregnated wool felt, 
they are absolutely waterproof, which prevents them from be- 


coming slippery and eliminates the possibility of accident. 


They 


lie flat without creep or crawl and will not warp, buckle or slip. 


They present a comfortable, sure-footed, 
Never Wear 


safe-tread—and ‘They 


Out.” 


Approved by the safety engineers of such well known concerns 
as the Eastman Kodak Company, these everlasting mats are pro- 
tecting floors and protecting employes for untold numbers of simi- 
lar manufacturers. 


Ask us to show you how Wear Proof Mats will save you money, 


give you better, safer mats and everlasting mat service. 


Our 


Wear Proof Book, containing complete information and prices, 


will be sent free on request. 


Use the coupon. 


WEAR-PROOF MAT CO. 


CHECK 


Your Mat Needs 
Here 


CHICAGO, ILL. 


C/They NeverWear Out 


WEAR PROOF MAT CO. 
2164 Fulton St., Chicago 


Gentlemen: 


Please send me your Free Book which shows how 


Entrances 

Stairs 

Corridors 

Vestibules 

Aisles 

] Lobbies 
Elevators 


Wear Proof Mats will save me money and end my 
mat expense forever. 


A Plan to Reduce Bank Failures 


(Continued from page 592) 


charge of all collections of dues and all 
expenditures, and should be obliged to make 
an accounting to the members at the annual 
meeting. It should also have the power of 
calling a meeting for the purpose of recom- 
mending the expulsion of a member or 
members, and should be in position to re- 
quire examinations of member banks at any 
time under conditions covered in the section 
dealing with the Power to Examine. 

The committee should further have the 
power to carry out within its discretion any 


acts authorized by the constitution pertain- 
ing to furthering the protection of bank- 
ers, members of the association and of the 
communities which such bankers serve. 


Fixing Interest Rates 


S to interest on deposits, collection ar- 
rangements, etc., of the association, it 
would probably prove of value to all con- 
cerned for each association to consider mat- 
ters of this sort and specifically authorize 
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Safety + Spirit + Experience + 


PRESTIGE 


HROUGH 58 years of con- 

servative banking, in associ- 
ation with leading commercial 
and correspondent institutions, 
the name of the Union Trust 
Company has come to represent 
those qualities of competency and 
integrity which build Prestige. 


Craic B, HAZLEwooD 
Vice-President 


UNION TRUST 
COMPANY 


CHICAGO 


Offering the Seven Essentials of a Banking Home 


+ Convenience 


HARRY A. WHEELER 
President 


+ Completeness Prestige 


the executive committee to issue instructions 
to members concerning the interest to be 
paid on deposits and other pertinent matters. 

It may well be that in some districts, un- 
til associations have operated for some 
time, the value of such regulations may 
not be clearly seen, but there is reason to 
believe that if such matters are taken up 
at the start of the organization that it will 
prove to be beneficial to the banking public 
as well as to the bankers themselves. 

It is very likely, however, that it may be 
found advisable upon the establishment of 
an association to appoint a committee to 
study and report upon such phases of its 
operation at a general meeting. Such re- 
port should cover the question of penalties 
as well as rates and conditions that the 


members of the association should agree 
upon. Provision should be made for amend- 
ing the constitution and by-laws. 


Plan is Flexible 


REAT elasticity has been left in this 

formula to enable local conditions to 
be fully met, but it is believed that this 
general plan has within it the considerations 
that, if worked out and followed, will re- 
sult in an effective going association. It 
is not recommended that too much be at- 
tempted at once, but instead that simple 
organizations be formed with proper safe- 
guards, but with sufficient elasticity to en- 
able them to grow to meet developing con- 
ditions. 
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It requires no action of the A: 
Bankers Association or of any othe: 
ization to enable the formation 
associations as those outlined. All 
necessary is for a few men in this or that 
district to get together and discuss the plan 
and see whether it can be made to fit into 
their particular problem, and, if they find 
that it will do so, a meeting can be called 
and an association organized. 

In this connection it would seem well to 
call the attention of bankers to the fact 
that the effective establishment of organ- 
izations such as those outlined would un- 
doubtedly have a tendency to stop acitation 
for guarantee of bank deposit laws 

It is quite natural that banking (ailures 
in large numbers should induce the incxperi- 
enced to look to guarantee of deposit laws 
for protection. In doing so they overlook 
certain bad effects that are not only logi- 
cally apt to follow such laws, but that have 
done so in connection with their actual 
working in states where they have heen in 
force—that is, such laws encourage the es- 
tablishment of banks by those not compe- 
tent to run them. This is due to the public 
being led to believe that because all bank 
deposits are guaranteed they can afford to 
choose as their banking depositories those 
offering the greatest inducements, even 
though they may be under inefficient or 
even dishonest management. 

The competition so developed not only 
serves to increase the number of doubtful 
banks that are certain to fail, but it weak- 
ens the good banks in a community. 


BECAUSE the losses represented by fail- 
ures are apparently paid by some one 
else, and the incidence of payment of such 
losses is therefore hidden to the average 
citizen, it is thought by many that the pub- 
lic gains by such a system, when, as a mat- 
ter of fact, the public loses to the full 
amount of the increased losses incurred. 
The cost to the public is met either through 
increased taxation or through increased cost 
of banking service, or both, depending upon 
the nature of the guarantee deposit system 
in force. 

Another loss that has proved to be seri- 
ous where such laws are active and that 
falls directly upon the depositor, but that 
does not seem to be generally understood, 
lies in the tie-up of funds which has re- 
sulted from banks which have failed that 
would not have occurred with proper bank- 
ing laws, but without guarantee of deposits. 

This does not mean that there would have 
been no failure, but that failures with 
proper banking laws and without guarantee 
of deposits would have been far less in 
number than was actually true. 

Under the association system outlined, or 
some similar system that may be an outgrowth 
of it, if the subject is intelligently discussed, 
the public will be safeguarded to the maxi- 
mum extent possible; the creation of new 
banks, that cannot live themselves, and 
which make it difficult for established 
banks to exist, will be prevented in large 
measure; the power to attract deposits by 
the incompetent and dishonest will be re- 
duced to a minimum, and the trying periods 
beyond the control of men, through which 
all business men must pass now and again, 
can be safely met without unnecessary 
losses due to bank failures. 
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Move to Strengthen 
(Continued from page 574) 


system by the Comptroller of the Cur- 
rency. 

Besides examining the banks of the Farm 
Loan System, the Secretary of the Treasury 
will be empowered to draft regulations 
standardizing accounting methods, as far as 
possible. The Farm Loan Act directs that 


a certain percentage of the net earnings of | 


each bank shall be carried each year to 
legal reserve, and that the residue may then 
be distributed in the form of dividends to 
stockholders. Many of the banks have fol- 
lowed the practice of setting up additional 
reserves out of current earnings to take 
care of doubtful items, and experience has 
demonstrated the wisdom of this practice. 
Should the proposed legislation become law, 
the experience of these banks will be 
availed of, and regulations requiring all of 
the banks of the system to follow the same 
practice will be promulgated. 

Such a course should stabilize dividend 
payments and provide added security to the 
bonds, and its effectiveness having been 
demonstrated by actual experience, the con- 
servative growth of any bank should in no 
way be hampered. 

The remaining items of the proposed 
legislation present nothing new, but merely 
bring procedure under the Farm Loan Act 
into closer conformity with similar prac- 
tices under the National Bank Act, to wit: 

Establishes period of liability of share- 
holders after transfer of their stock. 

Transfers authority to appoint a receiver 
of a Joint Stock Land Bank from the Farm 
Loan Board to the Secretary of the Treas- 
ury, and enumerates cases based upon which 
he may appoint a receiver. 

Provides for legal methods of enforcing 
individual liability by creditors of a Joint 
Stock Land bank, and for assessing indi- 
vidual liability of its stockholders. 

The proposed amendments to the Farm 
Loan Act do not in any way contemplate 
the taking over by the Treasury of the 
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Coordination 


The Art of Business Harmony 


A business organization without a coordinating 
head is like a nation without a government. 
Coordination means order, balance, concentra- 
tion of forces, profits and progress; the lack of 
it, chaos. 


Business, to attain to large success, must have 
Coordination at the top. Individual effort and 
departmental efficiency come to little unless 
regulated and guided by-the informed intel- 
ligence of coordinating leadership. 


To attempt Coordination without the facts and 
figures which Sound Methods of Cost Account- 
ing and: the Business Budget provide, is as im- 
practical as trying to sell without knowing the 
product. 


Sound Methods of Cost Accounting assure com- 
plete and exact information of past and present; 
the Business Budget is a definite and workable 
plan for the future. With them able manage- 
ment can successfully practise the Art of Busi- 
ness Harmony, is equipped to coordinate, and 
keep coordinated, the various elements of a 
progressive enterprise. 


ERNST & ERNST 


ACCOUNTANTS anp AUDITORS 
SYSTEM SERVICE 


administration of this most important Sys- NEW YORK CLEVELAND DETROIT CHICAGO NEW ORLEANS 


tem. All administrative duties, including PHILADELPHIA AKRON GRAND RAPIDS MILWAUKEE JACKSONVILLE 
BOSTON CANTON KALAMAZOO MINNEAPOLIS DALLAS 


loaning and rate-making policies and the 3S PROVIDENCE COLUMBUS PITTSBURGH ST. PAUL FORT WORTH 


development of plans incidental to carrying 
out the full purpose and intention of the 
Act, are left with the Farm Loan Board. 

In November last an article appeared in 
one of the metropolitan dailies to the effect 
that the Treasury Department contem- 
plated asking Congress for authority to take 
over all the duties of the Federal Farm 
Loan Board. The article was promptly 
brought to the attention of the Secretary 
of the Treasury, who emphatically denied 
that the Treasury had any such intentions. 
The Secretary’s denial unfortunately did 
not receive the same publicity as the origi- 
nal story, the latter having been widely re- 
printed. 

At no time has the Treasury considered 
recommending more than is contained in 
the legislation now proposed. 

The Treasury firmly believes, however, 
that the enactment of the proposed legisla- 
tion should have two major beneficial re- 
sults : 

(a) To increase the confidence of the 
public in the securities of the system. This 
will result from the knowledge that the 


BALTIMORE YOUNGSTOWN WHEELING INDIANAPOLIS HOUSTON 


RICHMOND TOLEDO ERIE 


DAVENPORT SAN ANTONIO 


WINSTON-SALEM CINCINNATI LOUISVILLE sT. Louis waco 


WASHINGTON DAYTON ATLANTA 


BUFFALO MEMPHIS MIAMI 


ROCHESTER TAMPA 


Treasury Department, which has had a long 
experience in bank examination, is exam- 
ining and supervising the banks of the 
system. 

(b) The Farm Loan Board will be re- 


Lambasting Grub Staker 
(Continued from page 588) 


he did not have to give security as he borrowed 
on his good name. 

“The banker promptly informed him that if 
he borrowed money from them he would have 
to give, not only good security, but put up two 
for one. The man said he did not want tg bor- 
row any money, but had $1,000 he wished to 
deposit in that bank 

“We are often criticized because we insist on 
good security, but it is a mighty good place to 
deposit your money where they get good security.” 


The effect of the letters, Mr. Wittmeier 


KANSAS CITY DENVER 
OMAHA SAN FRANCISCO 
LOS ANGELES 


lieved of the duty of examining the banks, 
a technical operation requiring special 
knowledge. Freed of this duty, the Board 
will have greater opportunity to devise 
means of extending services to agriculture. 


says, has been to make the farmers think 
soberly about their own situation. The all- 
cotton farmer had been led to compare his 
farming with the results gained by his neigh- 
bor, who makes it a practice to never buy 
feed or food that can be raised on his farm. 

That there is no argument about the wis- 
dom of diversification and raising one’s own 
living at home, Mr. Wittmeier puts this 
way: 

“We are still feeding the rooster, and he 
awakens us every morning by his crowing.” 
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I have been locked in my vault so much 
that I have to wear colored glasses when 
I go out in the sun, and am thinking about 
installing a kitchenette in the vault to be 
sure of regular meals. 

The best remedy for bank robbers is the 
death penalty. When they received life 
sentences they only smiled. When there 
was danger of the electric chair, they whined 
like curs. 

All were young men. Don't watch middle- 
aged or elderly men. The young man who 
asks for change and looks around is spot- 
ting your help, doors and vault door. \Vhen 
they come, keep cool, hold them high, study 
their faces, obey orders and remember your 
chance will come later. 


» Do You Carry Growing Competitor 


(Continued from page 562) 


° 99 
Credit Insurance? the other states is even more striking. Since 


1921, the assets of building and loan asso- 


Leading Bankers Ask Their Customers ciations in Texas, Montana, Oklahoma, 
Washington, Wisconsin, North Carolina, 


A well-known bank of New York City writes: Colorado and Florida have more than 
trebled, and marked headway has _ been 


“No doubt you will be interested to learn made in many of the middle western states. 
that we arranged to incorporate into the forms While the assets of building and loan as- * 
used for securing financial statements this sociations in these states have not attained 


query: Are your accounts covered by credit the proportions of the other states, they re- 
eas?” veal striking advances : 


1921 1925 
Many other banks, in all parts of the country, Texas $3,251,000 $51,971,000 
Montana 3,667,000 13,109,000 
tell us the same thing. They quickly see the Oklahoma 287590,000 93,061,000 
value, to themselves and to the Manufacturers Washington 20,175,000 76,145,000 


Wisconsit 43,641,000 149,648,000 
and Wholesalers who are their patrons, of hav- 46°183'000 129°924°000 

North Carolin: 26,000,000 81,188,000 
ing the latters’ book accounts protected against 000 
abnormal and unforeseen bad debt losses. And Colorado 10,986,000 — 30,458,000 
American Credit Insurance has been providing The building boom in Florida was a lead- 
such protection for 33 years. ing factor in the gain in total assets from 

$15,450,000 in 1924 to $33,618,000 in 1925. 


<The AM ERICAN Counter Moves by Banks 


CREDIT-~ INDEMNIT ‘ Co. N the states where the building and 


OF NEW YORK J. F.M° FADDEN, presiDENtT loan associations have brought earnest 
Offices in All Leading Cities competition to the banks for savings de- 
posits, the banks naturally have started 
New York, St. Louis, Chicago, Cleveland, Boston, to take measures to protect themselves |) 
San Francisco, Philadelphia, Baltimore, adjusting their methods to meet this new 
Detroit, Atlauta, Milwaukee, Etc. competition. 
In Canada: Toronto, Montreal, Etc. In Ohio, for instance, a tew of the more 
progressive savings banks have introduced 
“investment savings,” where the depositor 
is given one per cent more on_ savings, 
which are entrusted to the bank with the 
understanding that withdrawals may _ be 
made only after giving indeterminate no- 
The Thrills and Chills tice. The bank assures those who place 
their funds in this department, which is 
(Continued from page 557) operated along the lines of a building and 
loan association, that it will permit with- 
Study their features and compare their where you can reach them when they leave. drawals on demand if there are sufficient 
faces with some one you know. The noting | have a phone hidden in my vault. I funds on hand but it merely wishes to re- 
of a small mole on the cheek of one bandit can tell the operator just what to do. serve the right of indeterminate notice in 
made his identification absolutely sure for Carry heavy burglary insurance and keep case all of its assets in this department are 
me. the smallest possible amount of money in tied up in real estate mortgages at the 
Keep your note case away from your your safe and till. time and it is lacking in cash on hand. 
safe or money drawer during the day. Don’t throw the vault door bolts so that The funds turned over to the bank in 
They might think it contained bonds and the door cannot be locked without running investment savings are loaned on real es- 
take it. They usually ask: “Where are the combination. This is dangerous. They tate mortgages at rates that are compar- 
your bonds?” I reply: “I carry them with are in a hurry. If they find the door will able to those charged by the building and 
my city correspondent.” not close, you leave them nothing to do loan associations so that the department is 
Don’t keep pistols where excited custom- but to shoot you, knock you unconscious nothing more than a building and loan as- 
ers might seize them. Have them hidden or take you with them. sociation within the bank. 
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Several banks in Pennsylvania and Ohio, 
which had observed that depositors in their 
savings departments were withdrawing sav- 
ings after they had reached a sum sufficient 
to buy shares in building and loan asso- 
ciations, decided to offer as investments 
participating certificates in real estate mort- 
gages. The certificates bear a rate of in- 
terest that is larger than the return paid on 
savings deposits, so that the banks are pro- 
viding an investment that stems the out- 
ward flow of savings into securities sold 
by outside agencies. 

Recognizing that amortized loans are 
more nearly suited to the needs of the 
average man of small means because it en- 
ables him to acquire a home and get out of 
debt at the same time, some of the banks 
are abandoning the straight mortgage loans 
—or at least making both types available 
to the borrowers — and are adopting the 
principle of installment payments, as spon- 
sored by the building and loan associations. 

For instance, one of the largest banks in 
California within the past two months has 
announced the inauguration of amortized 
loans. The loan is granted for a period of 
three years with the option of a renewal 
for an additional period of three years. 
Monthly installment payments are made on 
the loan, the amount above the interest be- 
ing applied against the principal at the end 
of the year. The money is advanced on a 
6 per cent basis, with a charge of one-third 
of one per cent annually for service. In 
California, this is lower than the rate 
charged by the building and loan associa- 
tions. 

In Minneapolis, Milwaukee and_ other 
cities, amortized loans are now being offered 
by savings banks and other institutions so 
that the man desiring to own his home may 
gradually cut down the size of the mort- 
gage by monthly payments extending over 
a period of years. 


National Banks May Enter 
Real Estate Loan Field 


F the McFadden bill, which is now pend- 

ing before Congress, becomes a_ law, 
national banks throughout the country will 
he in a position to enter the real estate 
mortgage field in an aggressive way. The 
terms of the McFadden bill empower national 
banks to lend up to one-half of their sav- 
ings deposits on real estate mortgage loans 
on improved urban property for a period 
as long as five years. On last June 30, the 
national banks had $6,109,272,000 in savings 
and time deposits so that, if they should 
elect to avail themselves of their new pow- 
ers to the full extent, they might lend more 
than three billion dollars in this field, which 
has been more or less closed to them by 
the one year limitation. On that date, the 
total loans made on the security of real es- 
tate other than farm loans amounted to 
$473,369,000 and this figure included mort- 
gages given on property to secure debts pre- 
viously contracted and “all other real es- 
tate loans.” 

While it is hardly logical to venture the 
presumption that the national banks would 
go up to the hilt in making long term loans 
on improved urban property, there is $2,- 
500,000,000 for expansion in this field. 
Should the McFadden bill finally emerge 
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171st Dividend 


on Cities Service Common Stock 


Paid January 3, 1927 


The 171st dividend on Cities Service Company 
Common stock was paid January 3, 1927. 


Cities Service Company paid to its Common stock- 
holders from January 1, 1911, to December 31, 1926, 
dividends in cash and stock or the equivalent amounting 


to over $83,000,000. 


The Company earned in this same period, net to 
Common stock and reserves, $134,556,788. 


Dividends on Cities Service Common stock are pay- 
able monthly at the annual rate of 6% in cash and 6% 
in stock. The Company is earning, net to its Common 
stock and reserves, over 20%. At the present price of 
this security, its dividends give you a net yield of about 


814% on your money. 


Mail the coupon for further information 
about this investment opportunity. 


Henr 
& 


GO WALL ST. 
BRANCHES IN 


herty 

ny 

NEW YORK 
PRINCIPAL CITIES 


Henry L. Doherty & Co. 
60 Wall St., New York 


Please send me without 
obligation full informa- 
tion about Cities Ser- 
vice Common stock and 
the $600,000,000 organi- 
zation behind it. 


from conference and become a law, there 
is every indication that national banks in all 
sections of the country will become more 
active factors in this field which gives them 
a profitable outlet for their funds. At this 
time, it might be well to ponder to what ex- 
tent the methods that have proved so at- 
tractive in drawing the people of moderate 
means to the building and loan associations 
might be adopted by the banks. With 
monthly installments flowing in a part of 
the principal is progressively canceled, the 
security for the loan is improved and the 
burden becomes easier for the borrower to 
carry. From the practical standpoint, how- 
ever, it would be more difficult for a bank 
to sell an amortized mortgage than a 


straight mortgage, if it desired to dispose 
of it to an individual investor. 

With the modern trend of banks to be- 
come department stores of finance designed 
to meet more fully all of the financial needs 
of their communities, loans to homebuilders 
for the financing of their houses clearly 
come within the services that a bank doing 
a savings business must render. The 
growth experienced by the building and loan 
associations is evidence of the widespread 
demand for this service and a study of 
the progress made in the various states in- 
dicates that wherever the banks have been 
most active in rendering full service to their 
communities, the competition has been fav- 
orable to the banks. 
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which cutting flame, drill—all are weapons 
against which every modern bank must provide. You 


can pay more, 


but you cannot buy other protection 


today that is equal to Steelcrete mats. 


The interlocking mat of heavy steel mesh, filled with 
rich concrete, gives you a vault with walls, roof and floor 
having complete three point protection. 


You do not need to experiment; the Federal Reserve 
Board has done that for you. So Steelcrete is serving in 
the Federal Reserve Bank of New York. The patents on 
this system are owned by the United States Government. 


(No royalties to pay.) 


May our vault engineers study ‘your 
problem and submit a recommendation? 


The Consolidated Expanded Metal Companies 


Steelcrete Bldg. 


Wheeling, W. Va. 


Offices in many principal cities 


Observations of a Country Banker 


By ALF MORRIS 


Vice-President and Cashier, First National Bank, Winnsboro, Texas 


F the country bankers in Texas were to 

gather now in an old fashioned “experi- 
ence meeting,” there would be some who 
would tell a charming story of unbelievable 
profits in 1917, 1918, and 1919; others 
would mourn for those who quietly passed 
away and were becomingly embalmed in 
1920 and 1921; and some would still be gay 
and happy in reminiscence of 1925 and its 
satisfactory profits. Just such an experi- 
ence meeting would furnish a retrospect of 
the romance or tragedy of banks and bank- 
ers, would hearten some and discourage 
others, but would be productive of no last- 
ing results if it did not emphasize the idea 
that a new day is dawning in banking. 

What that day holds for us depends not 
so much on our optimism or the reactions 
of pessimism but wholly on our ability to 
see clearly the rapidly changing conditions 
of the rural credit situation and our courage 
to enforce modern methods in analyzing 
and in solving this problem. 


RIEFLY the situation in the rural com- 
munity is as follows: 

1. The general credit house that adver- 
tised “merchandise from the cradle to the 
grave” is now sleeping that long sweet 
sleep—(a few with profit margins of 25 


per cent and 10 per cent have survived). 
May their tribe increase. 

2. The old farm which you loved as a 
boy, and which you planned to convert into 
a country estate in your declining days, is 
plastered with mortgages, Federal and 
otherwise, and its only new building houses 
the family car. 

3. “Old Beck” has withstood the assaults 
of time. The passing years have served to 
mellow her temper and modify her disposi- 
tion. Less work may have caused her to 
be less supple in the rear joints. Her age is 
now sixteen or twenty-four, not five or six 
—we describe her in the chattel mortgage 
as a “flea bitten gray,” not a jet black, six- 
teen hands high, and five years old. 

4. This is an automotive age. Time for- 
bids that any man should walk in this mod- 
ern age. You renewed a part of that note 
classed in March as a “seasonal credit” be- 
cause the installments on the car were paid 
promptly. 

5. We are all glad that the boys have 
Adjusted Service Certificates. They are 
good investments, and let us insist that the 
boys keep them unless the necessity for a 
loan is imperative. 

6. There was a time when the business 
of farming demanded a capital investment 


of food, both for man and beast. As bank- 
ers, we must insistently encourage that de- 
mand. 


Installment buying has its advantages 
‘a and its good features. It enables the 
man on a regular salary or wage to antici- 
pate some of the wholesome fruits of labor. 
It should be discouraged whenever definite 
plans to meet the. obligation are in anyway 
in doubt. 

8. Everyone appreciates the convenience 
banks afford, and we are overwhelmed with 
small checking accounts and a volume of 
detail work that makes the cost of service 
alarming. The only answer is the service 
charge made without discrimination and in 
exact proportion to the cost of the service 
rendered. 

9. The stock salesman of the Walling- 
ford type is not so popular, but his prototype 
is equally as successful in the sale of 7 per 
cent securities that too often do not have 
a sound economic value. 

10. A more comprehensive analysis than 
outlined would throw more interesting side- 
lights on the rural credit situation, but it 
might break up our “experience meeting” 
in a general row, or perhaps convert it into 
a modern form of entertainment. It is im- 
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that we use modern methods in 
analyzing the credit applications of our 
customers, and no matter how small the 
line of credit requested. 


portant 


eg rules and regulations promulgated 
the Federal Reserve Board, and 


which are the expression alike of long ex- - 
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“The Automatic” Permits Abiding By 
Yeggs Command 


The bank which is thoroughly protected by the Automatic Ho!d-Up 
Protection Device, not only protects their funds but protects their patrons 


and the public in general. 


This signaling device because of its silent nature has received the 
endorsement of police authorities and public officials and listed as 


standard “Robbery” 


by the Underwriters Laboratories, and 


is con- 


sidered one of the greatest improvements in banking circles ever intro- 


duced for the apprehension and capture of the yeggs. 


Co-operate with 


your local police authorities and assist them in an immediate capture— 
thus ridding society of the undesirable bank bandit. 


“The Automatic” Is “Built-In” and Hidden 


The fact that the Automatic Hold-Up Protection Device is built-in 
and concealed in such a way as to eliminate any suspicion, will at the 


same time make a_ successful 


“getaway” almost impossible. Uncon- 


sciously the yegg is developing his own defeat and at the same time 


unconsciously giving protection to bank employees, 


is not necessary. 


because resistance 


Fall in line with the great movement to make the banking business 


more safe by writing for our descriptive folder. 
the Automatic Hold-up Protection Device in full detail. 
installation is an automatic ‘‘good will’? builder because the bandit, know- 


ing of the presence of the signaler, will ‘‘steer clear” 


It tells all the uses of 
A complete 


of your institution. 


The Automatic Guard 
& Signal Corporation 


Grand Rapids 


Michigan 


Western Representative: Wildhaber-Pfeiffer Signal & Alarm Co., Omaha 


perience and the best thought, should now, 
more than ever, be the guide for the coun- 
try banker. Bankers, who with insistent 
courage, follow these regulations will ac- 
cumulate fewer capital loans; will have 
fewer renewals, and certainly less “frozen 
loans.” Country bankers who insist on sea- 
sonal liquidations in every line of business 


will meet with opposition from every wind 
that blows but just rewards will come in 
the nature of a clientele that is prosperous; 
a community that is thrifty; a bank that is 
popular and successful, and hearts that are 
cheerful and happy because of faithful and 
efficient service rendered. 


Refutation Made of Unfounded Statements 


ISSTATEMENTS and exaggerations 

on the part of certain people advo- 
cating the Hull amendments to the Mc- 
Fadden Bill reached such bounds in January 
that the American Bankers Association felt 
it could no longer afford to ignore un- 
founded statements. On Jan. 20 the Asso- 
ciation sent out a pamphlet, “Facts versus 
Misstatements re the McFadden Bill,” to 
all members, which was prepared under the 
auspices of Edmund S. Wolfe, chairman 
of the Committee on Federal Legislation, 
and approved by Melvin A. Traylor, Presi- 
dent of the American Bankers Association. 
Taking up verbatim misstatements, the 
booklet set forth the facts concerning each. 


N a letter to all member banks which 
accompanied the pamphlet, Mr. Traylor 
said that while there might be an honest 
difference of opinion on any subject, there 
could be none as to the facts. 


“At the Los Angeles convention,” his let- 


ter said in part, “I endeavored to convey 
the embarrassment I felt in my opposition 
to the Hull amendments because those most 
active in their support are intimate, per- 
sonal and business friends of mine. Re- 
spect for these gentlemen has restrained me 
from criticism of statements made through 
the secretary of the so-called Committee of 
One Hundred, and I regret that it now 
seems necessary, in justice to the facts, to 
address you on the subject. The statement, 
entitled ‘Facts versus Misstatements re the 
McFadden Bill,’ which I have carefully 
read, in my judgment presents an accurate 
picture of the relation of the Association 
to this matter, with particular reference to 
the debate on the bill at Los Angeles and 
to its effect with or without the Hull amend- 
ments I urge you, in fairness to all parties 
concerned, to read the statement carefully. 
There may be an honest difference of opin- 
ion on any subject, but about the facts 
actual knowledge should be obtainable, and 


when presented, as I feel they are in this 
statement, should be accepted in good faith, 
in which spirit | commend them to the mem- 
bership of the Association.” 

The booklet showed how utterly un- 
founded the statement was that “the 
Angeles convention was planned, as to loca- 
tion, program, attendance and organization, 
to capture the Association for branch bank- 
ing” and set forth the full details on this 
point. It revealed that Mr. Traylor and 
other officers of the American Bankers 
Association sought months before the con- 
vention to dissuade the Committee of One 
Hundred, a group self-constituted for the 
avowed purpose of promoting the Hull 
amendments, from reopening the Hull 
amendment question since the Association 
was already on record as favoring the Hull 
amendments, and California bankers were 
protesting against needlessly reopening the 
question. This effort failed, and the ques- 
tion subsequently was brought up through 
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A‘2%Binder Makes Your File of Journals a Book of Reference 


Simple, Durable Binders 


for 


American Bankers Association Journal 
and PROTECTIVE DEPARTMENT SUPPLEMENTS 


You value the news, the views, the ideas and the other 
benefits you get from the AMERICAN BANKERS ASSOCIA- 
TION JOURNAL at many times your small subscription 


investment each year. 


Grasp this opportunity for greater service from the 


Send one (1) A.B.A. Journal Binder to 


the initiative of the Committee of One 


Hundred. 

The pamphlet shows that a full and free 
debate was held, after due notice, at Los 
Angeles, with the time evenly divided be- 
tween the two sides. This refuted the state- 
ment that “the convention debate and reso- 
lution against the Hull amendments were 
the result of a snap meeting managed by 
the heads of large branch banks.” 


MPHASIZING that the McFadden bill, 
with the Hull amendments, is an anti- 
branch banking bill and lays down a na- 
tional policy of restriction, the booklet says: 
“It has been stated that without the Hull 
amendments the McFadden bill actually 
grants, as far as Federal legislation is nec- 
essary, branch-banking privileges to all 
member banks of the Federal Reserve Sys- 
tem, both national and state, in every city 
of the country of more than 25,000 popu- 
lation. 

“The fact is that, to the contrary, the bill 
prohibits branches of member banks in all 
non-branch bank states. It is only in the 
event that any non-branch bank state it- 
self hereafter permits branch banking by 
state banks that the bill accords the privi- 
lege to member banks in the Federal Re- 
serve System to have city branches in cities 
of over 25,000 and limited as to number 
in cities less than 100,000. Should all the 
twenty-six non-branch bank states here- 
after permit branch banking, there would 
be only 104 cities out of a total of 9142 
places in those states in which member 
banks can have branches.” 

The booklet was sent to all members. 


magazine—insert the JOURNALS and Protective Supple- 
ments in a simple, durable cover, until they have fully 
served you, whether for months or for years. No 


punching, keys, “spare parts” or other annoyances to 
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The Soldiers’ Bonus Coniicaics 


“Under the law there is more than ample money 


OANS amounting to $1,997,311 had been 
made by 1837 banks on adjusted ser- 
vice certificates by January 18, 1927, accord- 
ing to advices sent to the Veterans Bureau 
at Washington. Some banks in all states 
were making these loans to veterans of the 
World War and it was anticipated that a 
great many more banks would make ad- 
vances on these certificates, which had loan 
values as of January 1, 1927. 

During the first few days of 1927, there 
was a great deal in the newspapers about 
the reported disinclination of banks to han- 
dle these small loans. The attitude of bank- 
ers in various parts of the country was re- 
flected in public statements. 

“T feel that the government should be as 
liberal in its provisions for assuring banks 
of prompt liquidation of defaulted loans as 
is possible, and that the banks of the coun- 
try should and will be glad to make this 
small contribution to the welfare of the ex- 
soldier.” 

In these words Melvin A. Traylor, Presi- 
dent of the American Bankers Association, 
expressed his attitude on the soldier bonus 
certificates in a telegram to John T. Taylor, 
Washington representative of the American 
Legion. Soon after the certificates had be- 
come negotiable, Mr. Taylor telegraphed 
as follows to the President of the American 


Bankers Association: 
“Reports from all parts of the country show 
that comparatively few loans are being granted on 


adjusted service certificates, and that in many in- 
stances banks are refusing these loans altogether. 


in the Treasury to protect loans on certificates, 
the Veterans Bureau now having $320,000,000 re- 
serve for their redemption. This disposes of the 
question of safety. he Federal Reserve Banks 
are required under the law to rediscount such 
loans made by the banks, so this disposes of the 
question of tying up bank funds. Therefore, there 
only remains the question of whether the bank off- 
cials of the nation are willing to sacrifice a little 
time and trouble in behalf of the men who freely 
gave on the average of nearly a year of their 
time to the colors eight years ago. 

“Unlike the making of these loans, this sacrifice 
of time on the part of the veterans was accom- 
anied by great risk, not of money, but of life 
itself. The type of man who now needs to borrow 
upon his certificate is the very type who has insuffi- 
cient funds to maintain a bank account and, there- 
fore, would not previously be a customer of the 
bank from which he seeks a loan. We appeal to 
you as the head of the American Bankers Associa- 
tion to remind your members that they should not 
so soon forget the sacrifices of these men eight 
short years ago from which your members among 
others were the beneficiaries.” 


ie his reply Mr. Traylor pointed out what 
he considered to be the deterring factor: 


“From such information as I have been able 
to obtain I believe the hesitancy on the part of 
banks to loan freely on adjusted service certificates 
is due to the fear of red tape in connection with 
the payment of defaulted loans, particularly in the 
matter of proper identification and genuineness of 
signatures. Yor reasons set out by you, those 
seeking loans are largely unknown to bank officials, 
and thorough identification is, in many cases, im- 
possible. The impression is that the government 
will be hypercritical on the question of signatures 
and identification. This is, in my opinion, the 
deterring factor rather than a question of_ slow: 
ness of payment or tying up of funds. If the 
proper authorities can give publicity to a reassur- 
ing statement on this point, i am sure the attitude 
of banks in general will be entirely favorable. So 
far as the larger banks in Chicago are concerned, 
I think, in general, they are making loans to ap 
plicants. Our own institution made loans yesterday 
and today to 430 certificate holders for an aggregate 
of over $45,000. We made no discrimination what- 
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Encourage Acquaintance 


better buildings was looked upon by many bankers 


( TT 1, years ago the trend of banks toward 


as an extravagance. It was in those days, too, that 


| banks refrained from advertising, and for much the 


same reason. 


Opinion has changed. The old, poorly planned 
banks, with their insecure vaults and unattractive in- 
teriors, are being replaced. Directors have concluded 
that these are the truly extravagant buildings. These 
buildings can do little more for the bank today than 
give it shelter. Their appeal was to another day and 


another public. 
The modern 


pe of bank building has done much 


to free banking from its former atmosphere of aus- 
terity. The banker has been effectively aided in in- 
ducing the public to acquire its more general acquain- 


tance with 


so great a factor in the growth of banking since 1900. 


anks and their functions which has been 
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Name: 
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Use the coupon. 


Address : 


TILGHMAN Moyer ComPANy, Allentown, Penna. 


Gentlemen: Without obligation, please send me a copy 
of “Building the Bank for Business”. 


ever, accommodating all applicants wherever identi- 
fication was reasonably established. I feel that the 
government should be as liberal in its provisions 
for assuring banks of prompt liquidation of de- 
faulted loans as is possible, and that the banks of 
the country should, and will, be glad to make this 
small contribution to the welfare of the ex-soldier. 
As an officer of the American Bankers Association 
I am glad to appeal to all bankers to recall the 
spirit of 1917 and 1918, and in the same patriotic 
way that characterized their actions then, to meet 
the situation now.” 


In a subsequent communication the rep- 
resentative of the American Legion gave 
President Traylor this assurance: 


“You state that the hesitancy on the part of 
the banks is in part probably due to ‘the fear of 
red tape in connection with payment of defaulted 
loans.’ I went into this matter very thoroughly 
with General Hines today. He has just got back 
from New York City, where he conferred with 
the leading bankers, and he gave them his word 
that, where loans have not been paid and the notes 
and certificates sent through to the Veterans Bu- 
reau, he would clear them through there in twenty- 
four hours. I do not see why there should be 
any difficulty, so far as proper identification or 
genuineness of signature is concerned, as the vet- 
eran could produce his discharge certificate for 
Proper identification.” 


N a discussion which followed the read- 

ing in the Senate Chamber at Washing- 
ton of a telegram from Memphis, Tenn., 
announcing that the banks of that city had 
decided not to make loans on soldiers’ ad- 
justed compensation certificates, Senator 
Carter Glass said: 


“T was one of those who agreed that Congress 
ought not to hand the veterans a gold brick. I 
was opposed to the bonus. I do not regret it. I 
am opposed to it now; but I took the position that 
if we were going to give the soldier a bonus, we 
ought to give him a bonus, and ought to make 
Payment available to him. But that is not what 
Congress did. Either from disinclination or cow- 
ardice, Congress passed this certificate statute; and 
now Congressmen who advocated the certificate plan 
are undertaking to ‘pass the buck,’ so to speak, to 


the banks of the country, and to upbraid the banks, 
whereas 90 per cent of the banks, as the Senator 
from Arkansas, I think, correctly estimates, were 
opposed to any bonus at all. But whether they 
were opposed to it or in favor of it, it is not 
competent for the Congress of the United States to 
compel any bank to loan the funds of its depos- 
itors for any purpose to anybody. 


“It is competent for Congress—and Congress has 
followed this course—to say that these certificates 
may be eligible for rediscount at the Federal Re- 
serve Banks, but that does not signify that the 
individual bank is under any sort of compulsion, 
moral or legal, to make loans on a class of paper 
that Congress itself has so hedged about with re- 
strictions and with red tape processes as to make 
loans upon that paper entirely undesirable by a 
liquid commercial bank, because those loans are 
not liquid, say what you please. They require an 
infinite detail of identification in their pursuit, and 
they are altogether undesirable for discount pur- 
poses at any hank doing a commercial business. 
That was not the fault of the banks; that was 
the fault of the Congress, and it is not fair now 
to the banks of this country to hold them up as 
derelict in their duty because they are not willing 
to take the funds of their depositors and loan them 
on frozen assets. 


“Tt is undesirable from the viewpoint of a com- 
mercial bank to loan the funds of its depositors 
upon United States bonds, as a general proposition, 
the only requirement of which in a business trans- 
action is transfer from one individual to another, 
and much less desirable is a loan on security of 
this description. I have no doubt that there are 
banks with a surplus of funds which would be glad 
to accommodate this kind of paper, and yet there 
are thousands of banks which may, and very likely 
will, regard such loans as undesirable. 


“Therefore, if Congress wants the veterans to 
realize on these certificates, it ought to have the 
courage to appropriate funds and put them at the 
disposal of some branch of the government to make 
loans on these certificates, and not let us here hold 
up the banks as engaged in some effort to frustrate 
the purpose of Congress.” 


HE following detailed statement of the 

number of banks by states, the number 
of loans and the total amount of loans made 
through January 18 was supplied the Jour- 
NAL by the Veterans Bureau. 


State No. Banks No. Loans 


Alabama 18 402 
Arizona 2 2 
Arkansas 22° 780 
California 45 999 
Colorado 18 83 
Connecticut 32 500 
Delaware 10 238 
Dist. of Columbia 13 206 
Florida 11 

Georgia 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New Hampshire 

New Jersey 

New Mexico 

New York 

North Carolina 

North Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode Island 

South Carolina 

South Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West Virginia 

Wisconsin 

Wyoming 


Total 20,454 


Amt. Loans 
$ 41,118 
275 
63,024 
104,330 
7,903 
50,086 
22,718 
18,481 
8,465 
3,333 
2,397 
171,057 
47,366 
25,013 
11,899 
15,358 
2,706 


$1,997,311 
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35,487 
46,132 
222,404 
37,698 
33,437 
4,781 
58,721 
3,157 
18,912 
355 
12,414 
143,633 
262 
169,949 
5,834 
8,349 
106,398 
18,592 
5,869 
214,856 
79,023 
14,168 
4,758 
18,623 
22,036 
3,366 
5,385 
15,095 
15,168 
7,772 
61,677 
7,452 
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debenture stock, making a total invested 
capital of $274,182,205. This profit would 
represent a return of 15.3 per cent, com- 
paring with an actual return of 11 per 
cent in 1925, calculated on the same basis. 

Stockholders have received very generous 
treatment, the large earnings being passed 
on by means of frequent extra cash divi- 
dends, Liberty bond and foreign govern- 
ment bond disbursements, stock dividends 
and stock split-ups. A study of the in- 
vestor’s return in this company will empha- 
size the advantage in buying shares of a 


large and well managed company, even at a 
high price, rather than shares of a weak 
concern because they are selling cheap. The 
weak concern may pull through and stage a 
comeback if circumstances permit, but the 
strong company will, during the same time, 
go forward much more rapidly. 


Paints and Dyestuffs 


N the paint, varnish and _ dyestuffs 
branches of the chemical industry, Allied 
duPont are important f while 


and factors, 
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other leading companies are Devoe & Ray- 
nolds Co., Inc., Glidden Co., Pratt & Lam- 
bert, Inc., Sherwin Williams Co. and Eagle 
Picher Lead Co. 

The modern paint is applied not o:ily for 
decorative purposes, but also for the pro- 
tection of the surface against corrosion, 
decay, boring bacilli, and other destructive 
agents. In addition to the regular channels 
of consumption, enormous quantities of 
paint are used annually in the manufacture 
of printing inks, oil-cloth, leather, wall 
paper, rubber, cement, etc. Various pig- 
ments—insoluble opaque mineral and organic 
compounds preferably possessing a_ high 
tinting value—furnish the base for most of 
the paints. Of these pigments white lead 
and zinc oxide are, probably, the most im- 
portant. 

Contracts in the paint and varnish mate- 
rial markets have materialized rather slowly 
so far this year. Prices continue to show 
easiness, while consumers also are influenced 
by the prospect for a later recession in the 
automobile and building industries. Never- 
theless, the amount of work under way at 
present is large, and spot demand for lead 
pigments and oxides, zinc oxides, lithopone 
and colors is at present fully as heavy as a 
year ago. Declining prices for lead and 
zinc metal will favor, rather than hurt, the 
paint manufacturers. 

The Oil, Paint and Drug Reporter, \ead- 
ing trade journal, believes that the paint and 
varnish business is likely to find 1927 another 
banner year. 


Drugs and Medicines 


N medicinals very little American manu 

facture existed before the war. A few of 
the coal-tar pharmaceuticals were produced 
by two houses in St. Louis, the Mallinckrodt 
Chemical Works and the Monsanto Chemi- 
cal Works. By far the most important 
factor in this field, however, was the New 
York house of Merck & Co., which was a 
branch of the world-famous firm of E. 
Merck of Darmstadt. The enormous dis- 
pensing and distributing business of such 
firms as Parke, Davis & Co., Lilly & Co., 
and Powers-Weightman-Rosengarten  Co., 
successful and efficient as it was, seems to 
have involved little real manufacture, and 
the materials used were largely imported. 

During and since the war there has been 
a real development in this division of the 
industry and within the last year or so a 
number of drug houses have joined in the 
epidemic of selling out to bankers, who re- 
capitalize the concerns and float the bonds 
and shares with the public. Among the 
companies which make their figures public 
are the well-known American Druggists 
Syndicate, American Home Products Co., 
Forhan Co., Household Products, Inc., Lam- 
bert Pharmacal Co., Lehn & Fink Products 
Co., Sterling Products, Inc. and Vick Chem- 
ical Co. 

Closely allied with drugs are the soaps 
and household cleaners, represented by the 
Procter & Gamble Co., Bon Ami Co. and 
Gold Dust Corp., while a large production 
also comes from the great meat packing 
organizations as by-products. In the per- 
fumery and cosmetic line, Coty, Inc. is the 
leader in point of earnings. . 

The banker will observe that many 0! 
these preparations such as patent medicines, 
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tooth paste, and other proprietaries call for 
a considerable outlay on advertising before 
a market can be created for the product, 
and in the case of some of them the good- 
will or trade-name value is carried as the 
largest item in the balance sheet, which 
may be justified so long as earnings are 
maintained. 


The Fertilizer Industry 


i is now an accepted truth that the soil 
must be “fed” if it is to yield satisfactory 
crops. The modern fertilizer consists mainly 
of nitrogen, phosphoric acid and_ potash. 
Nitrogen enters into it in the form of guano, 
dry fish scrap, tankage, and ammonia com- 


pounds. Acid phosphate comes as the prod- 
uct of treating natural phosphates—and 
sometimes animal bones—with sulphuric 
acid, while most of the potash is still ob- 
tained directly from natural deposits. It is 
important that all three fertilizer compounds 
be available in such form that they can be 
readily assimilated by the plants. 

The fertilizer industry has had a hard 
row to hoe ever since the collapse of the 
post-war boom in 1920. Production had been 
increased rapidly by the entrance of new 


companies in the field and when the drop 
in agricultural prices occurred, all the com- 
panies found themselves with large receiv- 
ables outstanding that became frozen and 
eventually had to be written off in large 
measure. Meanwhile the consumption of 
fertilizer slumped, and competition of the 
keenest sort has existed ever since. The 
passing of dividends, reorganizations and re- 
ceiverships were the order of the day. 

Last year it appeared as if the fertilizer 
companies were at last entering a period of 
recovery, due to the gradual improvement 


in agricultural conditions and farm purchas- | 
Then came the overproduction | 
of cotton and the consequent break in prices, | 


ing power. 


and the certainty that acreage will, or at 
least should, be largely reduced this year. 

If the immediate outlook for fertilizers is 
poor, this fact should not be allowed to ob- 
scure the fact that the long term outlook is 
very favorable. The opportunities for fu- 
ture expansion of the industry are almost 
unlimited, and while this expansion may 
not. be rapid, it is inevitable. The United 
States is approaching the point where it will 
no longer be possible to move on to new 
lands when the old ones are exhausted. The 
direction of trend is seen in the fact that the 
heaviest consumption of fertilizers. in this 
country is along the Atlantic seaboard, 
where land first came under cultivation. 
Gradually the use of intensive agricultural 
methods may be expected to move westward. 
In the end the growth of population must be 
limited by the productivity of all the avail- 
able land under the most scientific farming 
methods. 

The three largest manufacturers, Ameri- 
can Agricultural Corp., International Agri- 
cultural Corp., and Virginia-Carolina Chem- 
ical Co. are in the best financial condition 
for a number of years back, and the less 
active demand in the cotton districts is being 
partly offset by the development of new 
markets for fertilizing other crops. Even 
though 1927 earnings do not amount to much, 
the manufacturers should be able to mark 
time and hold their present gains. 

A feature of the fertilizer industry is 
the economic crisis in Chile precipitated 
by the decline in its nitrate production, 
which has up to the present time been the 
world’s source of sodium nitrate for fertil- 
izers, and has supplied, through an export 
tax, some 40 per cent of its government 
revenues. 


nitrate companies have fallen on the London 


Stock Exchange from an aggregate quoted | 


value of £3,578,000 on Jan. 1, 1926, to £1,- 
634,000 on Dec. 31, 1926. : 

It might be concluded that Chile’s nitrate 
beds are rapidly nearing exhaustion. But 
turn to a report of the Inspector General of 
Nitrate Deposits for 1923. There we are 
assured that Chile’s saltpeter resources could 
supply the world with the raw material of 
fertilizers and explosives for at least two 
centuries, even at the annually increasing 
rate of consumption that prevailed until re- 
cently. The Wall Strect Journal calls at- 
tention to the increased production of “syn- 
thetic nitrogen.” That explains everything. 

It is our irrepressible and resourceful 
friend, the research chemist, who is respon- 
sible for Chile’s plight. For a generation 
he has been struggling with that obstinate 
gas, nitrogen, to make it assume a substan- 


According to a compilation by the | 
Wall Street Journal, the shares of five great | 
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tial and usable form. He built electric fur- 
naces, burnt the oxygen out of the air, and 
in this way obtained a certain amount of 
nitrogen fixed as acid. He created entirely 
new nitrogenous compounds, among them 
calcium cyanamide. He used pressure of 
hundreds of atmospheres to force nitrogen 
and hydrogen into combination in the form 
of ammonia. He looked the old-fashioned 
coke-oven over, and, horrified at its waste 
of valuable nitrogen, proceeded to devise a 
retort which would yield ammonium sul- 
phate as a by-product. 

The chemist may be pardoned if he smiles 
as he reads the “prices current” for Chilean 
and synthetic nitrates and notes that there 
is more than a full year’s visible export 
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| Bandits know that, unlike most sys- 
tems of daylight defense, there is 
no delay in the action of Federal 


Gas. 


{| This offensive weapon is instantly 
released from a battery of gas guns, 
flooding -he entire lobby and making 
it impossible for the bandits to op- 
erate. 


{] Bandits know, too, that there is no 
chance of shielding themselves among 
innocent bystanders from _ Federal 
Gas as they can from bullets. The 
gas has no injurious effects, and 
there is, therefore, no hesitancy in its 
use. 


{And through indorsement and rec- 


of daylight protection 
which bandits fear— 


ommendation by the Underwriters’ 
Laboratories, an installation of Fed- 
eral Gas Model “Y” Equipment will 
reduce your insurance rates. 


| Truly, Federal Gas affords more 
protection per dollar of investment 
than any other known means of pro- 
tection today. 


{ This most modern and effective 
weapon of defense, which can be de- 
pended upon for complete safety and 
protection is fully described in an in- 
teresting booklet, “Beating the Ban- 
dit.” This booklet has been written 
especially for executives responsible 
for the protection of money and se- 
curities, and will be sent upon re- 
quest. 
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stock of Chilean nitrate to be disposed of 
and scarcely any stock at all of synthetic 
nitrate. For years he has been dinning the 


gospel of research into the ears of bankers 
and manufacturers. Now that his synthetic 
ammonia has broken a monopoly to which 
every nation long paid tribute, his audience 
is larger and more attentive. 

This development of industrial chemistry, 
of which the foregoing is a timely example, 
is traced through many other fields in an 
article published by the National Bank of 
Commerce, New York, in its monthly bul- 
letin on business conditions for December, 
1926. The study, entitled “Synthetics in 
Industry,” also points out how synthetic 
products have four actual advantages over 
natural materials, namely: price stability ; 
usually lower prices since the new product 
must win its market from the older one; 
uniform quality; and rapid adjustment of 
supply to meet the demand. 


Acids, Alcohol and Alkalis 


7s. of space prevents touching the 
numerous other branches of the chemi- 
cal industry but the “three A’s” captioned 
above demand some mention. 

Of the multitude of various industrial 
acids, by far the most important are the 
sulphuric, the nitric, and the hydrochloric 
acids. 

Sulphuric acid—often referred to as the 
oil of vitriol—is produced by means of 
burning sulphur—or a suitable sulphuric ore 
—into sulphur dioxide, which is subsequently 
oxidized into sulphur trioxide, and then 
combined with water. In commerce, sul- 
phuric acid is indispensable; so much so, 
that the volume of its output is now believed 
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to be one of the most accurate “h::siness 
barometers” in the country. The entire 
fertilizer industry is largely depend nt on 
it for the supply of acid phosphat:: the 
coal-tar dye, nitric acid, distillery, | ather, 
metallurgical, oil refining, perfumery. tex- 
tile, storage battery, and many othe: lines 
are also large consumers of sulphuri« acid, 

The chief producer of crude sulp!iur is 
the Texas Gulf Sulphur Co. 

Next in importance is, probably, the nitric 
acid obtained from nitrate of soda by ction 
of excess of sulphuric acid, and <ubse- 
quent distillation. Other more modern and 
more important processes comprise tlic ox- 
idation of ammonia by atmospheric oxygen, 
and the direct union of oxygen and nitrogen 
of the air at the high temperature of an 
electric arc. Thousands of tons of nitric 
acid are absorbed annually by the fertilizer, 
explosive, match, insecticide, rayon, artifi- 
cial leather, and other industries. 

Alcohol—the popularly known variety— 
is a product of fermentation of sugars; 
yeast reacting on sugar, decomposes it into 
alcohol and carbon dioxide. Sugar-cane, 
corn, potatoes, sugar beets, sorghum, and 
even wood can be used as raw materials. 

Alcohol is justly considered one of the 
most valuable industrial solvents. As such, 
it is used in paints, varnishes, foods, drugs, 
rayons, photography, etc. With the steadily 
continuing decline of the cost of production, 
additional vast fields of application seem to 
be in store for alcohol. Heavy importation 
of “methanol,” which is practically the same 
as wood alcohol, from Germany in spite of 
a tariff increased by 50 per cent last fall 
have made for keen competition. 

Alkalies are now produced largely by the 
electro-chemical process: electric current, 
passing through a solution of common salt 
(in the case of caustic soda) decomposes it 
into sodium and chlorine; the latter—a very 
important by-product—is liberated on the 
anode, drawn off, and sold either in liquefied 
form, or in combination with lime, as 
bleaching powder. Sodium is liberated on 
the cathode, where it immediately combines 
with water, forming a solution of caustic 
soda and liberating hydrogen. When the 
solution has acquired sufficient strength, it is 
drawn off and evaporated, leaving a molten 
mass of caustic soda. 

Another important branch of the alkali 
industry, now dominated by the so-called 
ammonia-soda or Solvay Process, is the 
production of sodium carbonate, or soda 
ash. 


Not All Companies Profitable 


EST any banker or his customer be de- 
ceived by the huge earnings of Allied 
Chemical, duPont and others into thinking 
that this industry is the royal road to 
wealth, we are presenting the aggregate 
earnings and deficit figures for the approx- 
imately 6000 corporations, large and small, 
engaged in it, taken from the annual reports 
of the United States Revenue Bureau. 
The table shows for the last five years for 
which reports are available, the latest being 
1924, the number of concerns that reported 
a net income and the aggregate income after 
federal taxes, also the number of concerns 
reporting no income and their combined de- 
ficits. The classification includes all branches 
of the chemical industry, eliminating’ petro- 


624 
Fi 
le 
Ye 
9 
19 
at -- 
le 
yi 
0 
0 
| () 
a 
: 
No,_________ Balance in Bank 
& 
ra) 
$ 
| 


February, 1927 AMERICAN BANKERS ASSOCIATION JOURNAL 


leum refining and products, as before ex- 
plained 
Chemical Manufacturers 


Corporations Report- Corporations Report- ry 
ing Net Income ing No Net Income 
ndustrial Acceptance 
Year Number after Taxes Number Deficit - 


1920 .. 2,844 $152,160,901 2,592 $91,868,818 
1921 .. 2,368 84,121,136 3,136 99,606,887 


1922 .. 3,232 193,371,975 2,376 41,719,459 r ri 
1923 .. 3,259 242,168,495 2,516 60,735,990 
1924 .. 3,390 221,454,619 2,624 51,428,652 


Total "$893,277,126 "$345,359,806 N 
ew York 


It may be a surprise to many people to . 
learn that, on an average over the last five Capital & Surplus Over $7,000,000 
years, including bad seasons and good, out 
of every 100 chemical concerns, forty-six $ 
operated at a deficit, and that for every $1,- 


000,000 made by the successful concerns, COLLATERAL TRUST GOLD NOTES 


about $384,000 was lost by unprofitable ven- (The National City Bank of N. Y., Trustee) 


7 The Notes of this Corporation are regarded by a nation-wide 
Increased Interest in Chemical banking clientele as appropriate and attractive investment 
Huodiocs try for short term funds. ey may be obtained under customary 

— in varying maturities between 2 and 12 months. Com- 

NE of the most noteworthy features of plete information available on request to any of our offices. 


the chemical industry today is the in- : 
creased interest being taken in its develop- Commercial P. aper Offices 


ment by bankers, investors and business men CHICAGO NEW YORK SAN FRANCISCO 
generally. The day has passed when the ' 105 So. La Salle Street 100 East 42nd Street 225 Bush Street 


executives of a factory, mill or railroad can 
disregard the scientific discoveries being 


made by the research chemists in our uni- THE STUDEBAKER CORPORATION 


versities and industrial laboratories. 
The 1927 annual statistical number of OF AMERICA 
Chemical & Metallurgical Engineering pre- 
sents the beginning studies of a nation-wide 
survey that it has undertaken to answer the 
questions: Where are the present centers of 
chemical manufacture? Where are the 
points of consumption? How economically et 
do these coincide? Where shall new chem- 
ical industries be located? And where shall 
new chemical consuming industries most 
logically be established? Finally, what and 
where are the raw materials? 
The studies of a dozen states that are 
presented are replete with illustrations of 
what may be expected from applied chem- 
istry in the next few years. The article on 
Iowa will serve as well as any other. It 
was written by O. R. Sweeney, head of the FIFTH and SPRING * LOS ANGELES 
Chemical Engineering Department of Iowa 


State College, at Ames. Following is a Send Your Friends 
quotation, taken almost at random: to this Ba | 


state are the corn products and gypsum industries. . . 
The future chemical development of Iowa depends Letters of Introduction receive 
largely upon the utilization of agricultural prod- the utmost care and attention 
=, It is a tt the ore 
would average about ty-eight cents a bushel 1 : 
he This same bushel of President J. Dasney Day 
ed to cattle and swine, returns a yield of abou ’ ili , 
a to the If into | Vice-Presidents 
syrup, dextrin and various other products, a ushe my 3s VAL. J. Gri 
of corn will yield about $2.30. If fermented into E zE oe AL. J ra 
butanol, acetone and ethyl alcohol, the products are J. M. Ruce 
worth about $4.60. J. Ross Crarx Cashi 
“Tt can be seen from G. W. WALKER asnier 
raw materials have a splendid outlet through the 
chemical industries, provided a market can be H. D. Ivey F.R. Atvorp 
for large number of materials which 
can be made from it.” . SUMNER JAMES 
Joun Bursaw Asst. V- Presidents 


The above is the more interesting when FranxC.Mortnar H.C.Vocmsanc 
one considers that the state of Iowa is not C. A. Rupe Sam S. Parsons 
an important producer nor a heavy con- 
sumer of chemicals, but ranks first in the FIFTH AND SPRING 


value of farm products in the United States. 
At a time when farmers are complaining 


because corn prices are so low, this sugges- ATIONAL BANK 


tion as to the future development of indus- 
tries using farm products as raw material LOS ANGELES 


is most significant. 


Financing exclusively dealers of 


FREE FROM ALL FEDERAL INCOME TAXES 


$50,000 


Albany, Georgia 


6% Street Improvement Bonds 


Principal and annual interest payable 
in New York. Denomination $1,000. 
Maturing Serially Sept. 15, 1929, to 
1936. 

Albany (population 15,000) is County 
Seat of Dougherty County and is one 
of the ten leading cities of Georgia. It 
is an important railroad center, and is 
located in the center of a rich agricul- 
tural and fruit and pecan growing dis- 
trict. 

These bonds were issued for paving 
portions of business and residential dis- 
tricts. They are payable from taxes 
levied against the benefited property, 
which taxes are co-equal with general 
taxes and are a lien prior to a mortgage 
or any other encumbrance. 


Legality approved by Clay & Dillon, 
Attorneys, New York City. 


PRICE, PAR AND INTEREST, 
YIELDING 6% 


Concessions to Banks 
Complete circulars sent on request 


TheHanchett Bond C. 


Incorporated 1910 
MUNICIPAL BONDS 


39 South La Salle St., Chicago 
New York Detroit Philadelphia Se. Louis 


on 
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Smaller Sheets — Lighter Binders 


Today is the day of the small sheet and light binder. As usual, “Kalamazoo” has anticipated 
this tendency and is prepared to meet the demand with a light, compact, durable binder 
that enables the user of bookkeeping machines to attain the maximum speed in posting, 
and at the same time obtain a record in bock form for reference, checking and proving. 


Send for pamphlet fully describing “Kalamazoo” for machine accounting. 
Our Accounting Advisory Department will gladly design special forms to meet your needs. 


KALAMAZOO LOOSE LEAF BINDER CO. 


Factories at Kalamazoo, Mich. & Los Angeles, Calif. 


Sales Offices in Principal Cities. 


LOOSE -LEAF -DEVICES -AND I 


ACCOUNTING - SYSTEMS 


teel-Strong 


Colored 
Tubular Coin Wrappers 
Heavy Weight—Best Quality 
in stock at all 
Bank Stationers 
Write for Catalog 


the C.L.DOWNEY CO. 


941-943 CLARK ST. 
CINCINNATI, OHIO. 


Home Mortgage Co. 


Federal First Mortgage 
Collateral Gold Bonds 


Secured by first mortgages on owner-occupied 
homes. 
Guaranteed by the National Surety Company. 
Price 100. 

Descriptive Folder No. 20 upon request 
R. H. ARNOLD CO., Fiscal Agents 
120 Broadway Est. 1895 New York 


The UV. S. Legion 


Number of stockholders receiving divi- 
dends due to inheritance and with net 
incomes of less than $2,500 or $1,000 

Number of stockholders not making in- 
come tax returns 


200,000 
1,269,000 


Total individual stockholders......... 2,358,000 


In this estimate, no mention is made of 
the stock held by other corporations. This 
stock, although held by another corpora- 
tion, is really owned by the stockholders of 
the holding corporation, and needs no fur- 
ther attention. 

This means that an average of one dwell- 
ing house out of every nine shelters a stock- 
holder; and that an average of one family 
out of every ten own stock in one or more 


| corporations. 


The returns for the federal tax on the 


| value of the capital stock of corporations, 


recently repealed, gives data as to the num- 
ber and condition of corporations. The fol- 
lowing is a condensation of this report for 
the year ending June 30, 1925, reported as 
of July 1, 1924: 


Taxable 
Stock Reported 
Number of returns............... 


Corporations reporting par value 
common stock: 


Corporations 
269,402 
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We now see that some 2,358,000 stock. 
holders, most of whom hold stock in many 
concerns, practically own the something 
over 410,000 corporations now existing in 
the United States. In addition to these jp. 
dividuals, the religious organizations, foyn- 
dations and charitable institutions and _ or- 
ganizations of the country own about one- 
third of one per cent of the total corporate 
stock. 


The Big Stockholders 


ROM the data at hand, it is fairiy easy 

to estimate about the number who act- 
ually are in control of our corporate busi- 
ness. 

The dividends received by those making 
returns for federal income tax for 1924, 
reporting net income in excess of $12,000 
amounted to $2,213,604,664 or a trifle over 
51 per cent of the total cash dividends re- 
turned by all corporations. These divi- 
dends, it has been estimated, were received 
by less than 124,000 individuals out of the 
total number so returning of 200,758. This 
would indicate that 124,000 persons are 
majority stockholders, and, if acting as a 
unit, can control all our corporate business 
—though this, of course, is a practical ab- 
surdity. The remaining 2,234,000 stock- 
holders are the minority shareholders. 

Of the largest stockholders in the coun- 
try, the three individuals returning the 
largest net incomes for 1924—each in excess 
of $5,000,000, received $31,962,378 in divi- 
dends, or a little less than one per cent of 
all dividends distributed. The seventy-four 
stockholders reporting net income in excess 
of $1,000,000 received $102,738,740 in divi- 
dends, about one dollar out of every $42 
in dividends distributed. The 11,000 mil- 
lionaires of the country, received about 
$300,000,000 in dividends, or less than 7 
per cent of the total dividends declared. 

From this it is evident that no longer are 
the corporations closely owned. The mil- 
lionaires own less than 7 per cent of their 
stock while those with net incomes of less 
than $12,500, own 50 per cent of all the 
corporate stock in the United States. 

This proportion of the total ownership 
is steadily growing, along with the growth 
of corporate business. The time has al- 
ready arrived when the number of stock- 
holders is equal to the number of federal 
income taxpayers, the number for 1925 be- 
ing about 2,350,000. 

The number of outstanding 
corporations is growing quite rapidly, not 
alone because of new corporations being 
founded, but the older ones are increasing 
their capitalization and number of shares 
through stock dividends, distributing earn- 
ings in the form of stock. In 1924 there 
were stock dividends distributed to the 


shares of 


Corporations 
Not Filing 
Statement of Assets 
and Liabilities 


61,048 


Non-Taxable 
Corporations 


76,986 


Total 
346,388 


their 
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$4,590,450,615 
468,677,456 
ol yin distribu 10n of share- All other corporations: 
for the Stock 3,329,520,614 330,196,437 3,659,717,051 76,686.137 total 
year 1924: Fair value of capital stock $78,248,415,300 2,168,500,082 $80,416,915,382 $898,537,020 tions 


. 7 mhis 
Number of stockholders returning net in- Total stocks $76,331,746,604 s 
come to Federal Government Total fair market value 81,315,452,402 cent 


$49,635,026,587 
11,013,393,854 


$6,009,959,270 $5 
877,835,634 1 


Common stock 


(Continued from page 560) 
Preferred stock 


5,644,985.857 
1,891,229,488 
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amount Of $510,525,809; in 1923 to the 
amount of $891, 285,583, or an increase in 
the corporate stock in two years of over 


$1,400,000,000. 


The Legion of Bondholders 


T= number of individual bondholders 
is another question that is impossible 
of exact answer, and more difficult to es- 
timate than is the number of stockholders. 

This estimate will eliminate all but domes- 
tic bonds from the problem. 

At the middle of the year 1924, the 
ponded debt of corporations was $25,170,- 
630,280, as reported to the Government in 
the returns for capital stock tax. The in- 
terest-bearing debt of the Federal Govern- 
ment at the same time was $20,981,586,430, 
as reported by the Secretary of the Treas- 
ury. In addition there were $1,349,830,000 
of Farm Loan bonds outstanding. The 
debt of the states, collectively, as reported 
by the Bureau of the Census, in 1924 was 
$1,494,409,881. The total bonded indebted- 
ness of states, counties, school districts, 
and all minor political subdivisions of the 
states in 1924 amounted to about $10,344,- 
400,000, covered by this amount of tax-free 
securities outstanding at that time. This 
makes a total of $57,846,000,000 in bonds 
outstanding in 1924. The interest paid on 
account of these bonds was about $2,730,- 
(00,000. 

The corporations received $517,204,466 in 
interest on government bonds owned by 
them, including those issued by the United 
States and the states and minor subdivi- 
sions thereof, as shown in their returns; in 
addition to about $250,000,000 on the bonded 
indebtedness of other corporations. The 
government received $4,585,000 interest on 
Farm Loan bonds owned by it. 

The returns of those with net incomes 
in excess of $5,000 give the following as 
their receipts of this interest. 

From obligations of states, counties, 

cities and minor political subdivi- 
sions $118,648,180 
From securities issued under the Fed- 
eral Farm Loan 20,170,229 
From United States securities and se- 

curities of United States posses- 
sions, wholly exempt 


From United States securities exempt 
from normal tax 


26,791,311 
73,012,955 
$238,622,675 


There is no record of the holdings of 
corporate bonds, but about $1,000,000,000 
was paid to individuals returning net in- 
come by the corporations on account of 
their bonded indebtedness during 1924. 

The Federal Trade Commission in a re- 
cent study of National Wealth and Income 
éstimates the bonds held by non-profit in- 
stitutions as follows: 


$147,982,000 
484,209,000 


Religious organizations 
Foundations and trusts 


The endowment funds of educational in- 
stitutions was found by them to be $1,036,- 
000,000; of libraries, $203,033,000; benevo- 
lent institutions about $486,220,000; and 
Museums, etc., about $133,400,000. This 
gives as the total of the endowment funds 
of these institutions $1,858,653,000. The 
total invested funds of religious organiza- 
tions in 1922 was, according to this com- 
mission, $387,084,000, of which 38.2 per 
ent was in bonds. The total invested 


Growing Two 
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Ways at Once 


OR almost a hundred years, 


this bank has grown in size 


and service. 


Our aim is to 


keep on growing in service. 


Our size will take care of itself. 


How can we help you? 


THE 


NATIONAL 


Shawmut Bank. 


40 WATER STREET 


BOSTON, MASS. 


International Securities Trust of America 


A MASSACHUSETTS TRUST 


Resources over $20,000,000 


Tue share units of this investment trust, con- 
sisting of one share of 6 per cent cumulative 
preferred and one share of no par common, offer 
the investor a combination of an investment se- 
curity based upon diversification of principal, 
and a common share through which the holder 
may benefit from increased prosperity of the 


trust. 


For Booklet 1-ABA, 


address 


American Founders Trust 


A MASSACHUSETTS TRUST 


First National Bldg. 
Boston 


funds of all foundations and trusts was 
given for 1922 as $1,207,334,000, of which 
40.2 per cent was in bonds. 

Assuming that 35 per cent of the en- 
dowment funds of the other non-profit in- 
stitutions as given above, are invested in 
bonds, the resulting yield would be about 
$650,528,550. This would give as the total 
investment in bonds by all these organiza- 
tions and institutions about $1,282,720,000. 
The average yield from investments by 
foundations and trusts was given as about 
414 per cent; that from the investments by 
educational institutions as 5.69 per cent. 
Assuming 5 per cent as the average yield, 
the income of all these institutions from 
bonds, for 1922, must have been about $64,- 


50 Pine Street 
New York 


136,000. For 1924 this had increased to 
fully $65,000,000. 


Corporate Bond Holdings 


§ lame returns of corporations for 1924 
report that $4,972,225,710 was received 
by them on account of interest, rents and 
royalties, and $517,209,466 on account of 
all governmental bonds. They paid out on 
account of interest $3,444,659,416. The in- 
terest paid is chiefly on account of their 
bonded indebtedness. After allowing for 
rents and royalties, they must have received 
about $4,000,000,000 in interest, including 
that on account of United States, state and 
other governmental bonds. 

Because of the immense holdings of in- 
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SUCCESSFUL, energetic and practical bank field man, now employed, WANT'S 
live wire connection in CALIFORNIA, to which field he is moving. Is a “Go 
Getter,” unafraid of work, and qualified by experience and inclination to sell 
service to, and aid banks in the upbuilding of a liquid secondary reserve, through an 


investment structure, properly diversified as to type and maturity. 
The best of bank and other references. 


correspondence invited. 
care of this JOURNAL. 


Bond Manager Available 


This man is 30 years old, a uni- 
versity and West Point graduate 
and has had 4 years’ experience in 
buying and selling bonds as Secre- 
tary and General Manager of a 
reputable Middle West Investment 
House. He desires a connection as 
Bond Department Manager of a 
bank. He is fully competent to 
organize a bond department or to 
take charge of one now in opera- 
tion. 


Write us and, if desirable, an inter- 
view will be arranged. 


ALBERT FRANK & CO. 


Advertising 
134 S. La Salle St., Chicago 


FOR SALE 


Bank Fixtures and Equipment 


Bronze Screen 
Grill Work 
and Marble 


also 
Electric Sign, Name 
Merchants National Bank 


Address—Box 100, c/o the American 
Bankers Association Journal 


WANTED 


A modern used vault door for book vault. 
Must rate No. 5 or better and have an over 
all steel thickness of 3% inches or more. 
Also will purchase modern used book vault 
equipment. 


Address Box 494, Coffeyville, Kans. 


Coins 


Rare Coin Book 50c. Fully illustrated. 
Money refunded if not satisfactory. 


Guttag Bros. 


16 Exchange Place New York 


Qillon, Read Co. 


surance companies, banks, trust companies 
and various other financial corporations in 
United States and 
bonds, fully $1,200,000,000 of the amount 


reported as being received by corporations 


other 


governmental 


If interested— 
Address E. J., 


as interest must be on account of interest 
on their holdings of governmental bonds— 
United States, state and minor subdivisions 
thereof. 


Feb “ary, 1927 


The individual returns for jicome tay 
for 1924 report $2,281,703,361 as being: re. 
ceived on account of taxable interest and 
investments other than in ernmental 
bonds. The capital net gains for that year, 
not the tax thereon, were $3,i13,18747% 
net, corresponding to an_ investment of 
about $25,000,000,000. After allowing for 
all interest other than that on bonds, it js 
probable that $1,000,000,000 was received on 
account of investments in corporation bonds, 

We can now tabulate the receipts on ae 
count of bonds as follows: 


Bond Interest distribution, 1924 


Recipients of Bonded Interest 
Corporations: 


Individuals: (Returning net income) U. 


Institutions: (non-profit) 


United States 
Individuals not making income tax returns: 


Total: 


Class of Bonds Held 


U. S., State, etc., bonds.. $1,100,000,000 

Corporate bonds 

. bonds 

Farm Loan_ bonds 

State, etc., bonds 

Corporate 

Largely railroad and other 
industrial bonds 

Farm Loan bonds 

United States, State, etc. . 

Corporate bonds 


‘otal Receipts 
of Bond 


Interest 


Amount of 
Interest 
Distributed 


160,000,000 
99,800,000 
20,170,000 

118,650,000 

1,000,000,000 


65,000,000 
4,595,000 
111,785,000 
50,000,000 


260,000,000 


,238,620,000 


65,000,000 
4,595,000 


161,785,000 


$2,730,000,000 


1,300,000 Bondholders 


HIS means that individuals received 

in 1924 out of a total of $2,730,000,000 
about $1,400,405,000 as interest on invest- 
ments in bonds. Of this amount individuals 
who did not make returns and those not 
returning interest on government bonds 
must have received as such interest about 
$161,785,000. Assuming that the distribu- 
tion of this interest is along the lines of 
the distribution of all interest, we can make 
a fair estimate of the number of holders of 
the bonds corresponding to the interest 
return. 

Upon this base the minimum number of 
individuals receiving taxable interest from 
investments in bonds would be about 260,- 
000. The probable number actually receiv- 
ing such interest was about 1,068,000. 

The total number of separate individuals 
receiving the $1,400,405,000 interest above 


mentioned is probably about 1,300,000. This 
does not mean that of this number only 
232,000 receive interest that is either tax- 
free, or free of tax because not included 
in an income tax return. This number is 
very much greater. In fact much the larger 
part of the 1,068,000 receiving taxable bond 
interest also received non-taxable bond in- 
terest, that is, interest from government, 
state, minor political subdivisions, and farm 
loan bonds. 

The total number of stockholders neces- 
sarily include many of those who also are 
bondholders. That is, of the 2,358,000 in- 
dividuals holding corporate stock, praeti- 
cally all holding more than a comparatively 
small number of shares, are also bondhold- 
ers. It is very probable that in 1924 the 
total number of separate individuals in the 
United States holding either stocks or 
bonds, or both, did not exceed 2,750,000, 
and now does not exceed 3,000,000. 


CONVENTION CALENDAR 


STATE 
DATE ASSOCIATION 
April 14-16 
April 21-23 
May 10-11 
May 10-12 
May 12-13 
May 16-18 
May 17-18 
May 18-20 
May 18-21 
May 19-21 
June 
June 3-4 
June 8-10 
June 9-11 
June 15-16 
June 15-17 
June 21-23 Wisconsin 
June 23-25 Virginia 
Sept. Kentucky 


PLACE 
Sarasota 
Pinehurst 


Florida 
North Carolina 
Mississippi 
El Paso 
Chattanooga 
Atlanta 
Missouri - 
Kansas Manhattan 
California Del Monte 
Alabama 
Idaho 
Oregon 
Minnesota 
Washington 
North Dakota 
Ohio 


Texas 
Tennessee 
Georgia 


Hayden Lake 
Gearhart-by-the-Sea 
St. Paul 
Tacoma 
Jamestown 
Cedar Point 
Madison 
Virginia Beach 
Louisville 


OTHER 
ASSOCIATIONS PLACE 


Mid-Winter Trust Conference 
New York City 


DATE 
Feb. 16-18 
March 28-29 Secretaries, 

Central States Conference 
Omaha, Neb. 
Spring Meeting Executive 
Council, A. B. A. 
Hot Springs, Ark. 
Reserve City Bankers 
Pittsburgh, Pa. 
American Institute of 
Banking Detroit, Mich. 
American Bankers Association 
Houston, Texas 


Savincs BANK DIvIsion REGIONAL 
CONFRBRENCES 
California 
Ohio Cleveland 
Missouri St. Louis 
District of Columbia 
Washington 


May 1- 7 


May 19-21 
July 11-15 


Oct. 24-29 


March 17-18 Oakland 
March 24-25 
March 29-30 


April 7-8 
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